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PREFACE. 


The  Assembly  of  the  State  of  New  York  for  1879 — 

*  — 7,r-sgg 

Resolved,  That  a  Special  Committee  of  five  [afterwards  increased  to  nine]  per¬ 
sons  be  appointed,  with  power  to  send  for  persons  and  papers,  and  to  employ  a 
stenographer,  whose  duty  it  shall  be  to  investigate  the  abuses  alleged  to  exist  in 
in  the  management  of  the  railroads  chartered  by  this  State,  and  to  inquire  into 
and  report  concerning  their  powers,  contracts  and  obligations ;  said  Committee 
to  take  testimony  in  the  City  of  Yew  York,  and  such  other  places  as  they  may 
deem  necessary,  and  to  report  to  the  Legislature,  either  at  the  present  or  the  next 
session,  by  bill  or  otherwise,  what,  if  any,  legislation  is  necessary  to  protect  and 
extend  the  commercial  and  industrial  interests  of  the  State. 

By  virtue  of  this  resolution  the  following  named  gentlemen 
were  appointed  as  members  of  the  Committee  :  Hon.  A.  B. 
Hepburn,  Chairman,  Charles  S.  Baker,  Henry  L.  Duguid, 
James  W.  Husted,  Thomas  F.  Grady,  George  L.  Terry, 
William  L.  Noyes,  James  Low,  James  W.  Wadsworth. 

This  action  of  the  Legislature  was  taken  in  response  to  a 
memorial  of  the  Chamber  of  Commerce  of  New  York,  of  which 
the  following  is  a  copy  : 

“  To  ike  Honorable  the  Members  of  the  Assembly  of  the  State  of  New  York : 

May  it  please  your  Honorable  body:  Your  memorialists  respectfully  represent 
to  your  Honorable  body  that  the  producing,  commercial,  and  other  interest  of  the 
State,  and  particularly  those  of  the  City  of  Yew  York,  have  suffered  greatly,  and 
are  still  suffering  by  reason  of  the  unjust  discriminations  and  other  defects  exist- 
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ing  in  the  management  of  the  railroads  chartered  by  the  State  of  New  York; 
that  said  railroads  are  in  the  habit  of  carrying  freight  for  the  citizens  of  other 
States,  and  also  for  citizens  of  foreign  countries,  at  lower  rates  than  for  citizens  of 
the  State  of  New  York;  and  also,  that  individual  citizens  of  this  State  are  given 
special  privileges  and  rates  out  of  all  proportion,  to  those  charged  the  public  in 
general :  that  the  rates  for  transportation  are  made  unnecessarily  high  by  the 
maintenance  of  subsidiary  organization,  designed  to  deplete  the  revenues  of  the 
roads  before  they  reach  the  stockholders ;  that  the  rights  of  stockholders  are  in 
other  ways  disregarded ;  and  that  there  is  a  general  lack  of  that  publicity  and 
responsibility  to  the  public  which  properly  belong  to  organizations  exercising  a 
great  public  function  like  that  of  operating  public  highways. 

Your  memorialists,  therefore,  earnestly  request  that  a  Special  Committee  may 
be  appointed  with  all  necessary  powers,  whose  duty  it  shall  be  to  investigate 
these  and  other  abuses ;  to  inquire  into  and  report  concerning  the  powers,  con¬ 
tracts,  and  obligations  of  the  railroads  chartered  by  this  State ;  and  that  said 
Committee  be  instructed  to  take  testimony  in  the  City  of  New  York  and  such 
other  places  as  they  may  deem  necessary,  and  to  report,  by  bill  or  otherwise, 
during  the  present  or  the  next  session  of  the  Legislature. 

Your  memorialists  would  call  attention  to  the  fact  that  the  revenues  collected 
by  the  railroads  exceed  by  more  than  ten-fold  the  entire  revenues  [of  the  State 
derived  from  taxation ;  and  notwithstanding  the  overshadowing  importance  to 
the  public  of  honest  ajid  equitable  management  of  our  railroads,  and  notwith¬ 
standing  all  the  changed  conditions  of  the  age  in  which  we  live,  most  of  them  con¬ 
sequent  upon  the  enormous  development  of  this  interest,  there  has  been  no  super¬ 
vision  or  regulation  of  this  interest,  and  but  little  legislation,  except  that  sought 
by  the  railroads  themselves,  since  these  modern  highways  were  in  their  infancy. 

Your  memorialists,  therefore,  pray  that  a  thorough  investigation  into  their 
management  may  be  at  once  instituted. 

And  your  memorialists  will  ever  pray. 

This  memorial,  signed  by  the  foremost  mercantile  interests 
of  New  York,  reecived  also  the  indorsement  of  its  Board  of 
Aldermen,  of  many  of  its  leading  professional  and  private 
citizens,  and  of  many  capitalists,  who  were  largely  interested 
in  the  real  property  of  New  York.  The  Board  of  Trade  and 
Transportation  for  several  years  previously  petitioned  the 
Legislature,  and  urged  upon  it  the  acceptance  of  a  bill  to  ap¬ 
point  a  railway  commission  for  the  State  of  New  York,  and  it 
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aided  and  supported  the  Chamber  of  Commerce  in  its 
memorial  asking  for  a  committee  of  investigation. 

At  the  first  meeting  of  the  Committee,  the  chairman  sug- 
gested  the  appointment  of  counsel  to  represent  the  commercial 
bodies  of  New  York,  in  view  of  the  magnitude  of  the  public 
interests  involved,  and  the  necessity  to  subject  the  mass  of 
testimony  that  would  necessarily  be  offered  and  submitted,  to 
some  degree  of  scrutiny  and  preparation,  with  a  view  of  elimi¬ 
nating  irrelevant  and  immaterial  matter — a  result  only  attain¬ 
able  by  the  application  of  legal  methods  to  this  investigation. 
The  Committee  thus  treated  the  memorial,  and  the  statement 
made  by  the  commercial  bodies  as  in  the  nature  of  a  com- 
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plaint,  and  the  “joint  letter”  of  the  railway  presidents  in  the 
nature  of  an  answer  to  such  complaint. 

After  an  issue  of  this  character  was  joined,  the  Chamber  of 
Commerce  and  the  Board  of  Trade  and  Transportation  united 
in  selecting  me  to  represent  them  before  the  Committee,  with 
power  to  associate  with  me  such  assistants  as  I  saw  fit  to  call 
to  my  aid.  I  accordingly  asked  Thomas  P.  Fowler,  Esq.,  and 
Charles  Meyer,  Esq.,  to  assist  me. 

Hon.  John  H.  Martindale  conducted  the  proceedings  on 
behalf  of  the  memorialists  at  the  meeting  of  the  Sub-Com¬ 
mittee  at  Rochester  in  August. 

The  Committee  began  to  take  testimony  in  the  City  of  New 
York  on  the  12th  day  of  June,  1879,  and  held  its  sessions  until 
the  24th  of  June,  when  it  adjourned.  It  met  again  in  New 
York  on  the  9th  of  July,  1879,  and  sat  until  the  15th.  Sub- 
Committees  proceeded  in  the  early  part  of  August  to  Rochester 
and  Ogdensburgh.  The  full  Committee  met  again  at  Saratoga, 
on  the  20th  of  August,  where,  among  other  important  evi¬ 
dence,  the  testimony  of  the  presidents  of  the  leading  trunk 
lines  of  this  State  was  taken.  The  session  at  Saratoga 
lasted  until  the  1st  of  September.  From  the  9th  to  the 
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12th  of  September,  a  Sub-Committee  took  testimony  at 
Albany  in  relation  to  the  management  of  the  Delaware  & 
Hudson  Canal  Co.’s  It.  It.  On  the  22d  ‘and  25th  of  Sep¬ 
tember,  Sub-Committees  met  at  Rochester  and  Buffalo  in 
relation  to  the  effect  upon  those  and  neighboring  locali¬ 
ties  of  the  management  of  our  railways.  Another  Sub- 
Committee  took  testimony  at  Utica  in  relation  to  the  manage¬ 
ment  of  the  Utica  &  Black  River  Railroad.  A  Sub-Committee 
met  in  New  York  on  the  7th  of  October,  and  took  testimony 
touching  the  Wagner  Drawing-Room  and  Sleeping-Car  Com¬ 
pany  and  the  Union  Stock  Yard  and  Market  Company’s  con¬ 
tracts.  The  full  Committee  met  again  in  New  York  on  the 
10th  of  October,  1879,  and  continued  its  sessions  until  the  25th 
of  October.  From  the  25th  of  November  to  the  28th  of  No¬ 
vember  further  testimony  was  taken.  The  summing  up  of 
counsel  began  before  the  whole  Committee  on  the  29th  of 
November,  and  was  continued  until,  and  concluded  on,  the  3d 
of  December,  1879. 

The  railways  were  represented  by  Hon.  William  D.  Ship- 
man,  on  behalf  of  the  New  York,  Lake  Erie  &  Western  R.  R. 
Co.,  assisted  by  George  W.  Blanchard,  the  Assistant  to  the 
President  of  that  company.  Hon.  Chauncey  M.  Depew  ap¬ 
peared  on  behalf  of  the  New  York  Central  &  Hudson  River 
R.  R.  Co.,  at  times  assisted  by  Frank  Loomis,  Esq.,  at  the 
sessions  of  the  full  Committee ;  at  Saratoga  he  was  assisted 
by  John  E.  Burrill,  Esq.,  and  at  the  sessions  of  the  Sub- 
Committees  at  Rochester  and  Buffalo  the  New  York  Cen¬ 
tral  &  Hudson  River  R.  R.  Co.  was  specially  represented  by 
Messrs.  A.  P.  Laning  and  James  F.  Gluck.  At  Albany  the 
Delaware  &  Hudson  Canal  Co.’s  R.  R.  was  represented  by 
the  Hon.  Henry  Smith.  Members  of  the  Standard  Oil 
combination"were  on  several  occasions  represented  by  Henry 
L.  Scudder,  Esq.,  and  John  K.  Porter,  Esq.  At  the  ses- 
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sions  of  the  Committee  held  on  the  15th  and  16th  days 
of  October,  1879,  an  investigation  was  made  as  to  the 
cost  of,  and  the  bond  and  stock  manipulations  in  connection 
with  the  elevated  railroads  of  the  City  of  New  York.  A  Sub- 
Committee  on  the  16th  of  December,  1879,  took  further  testi¬ 
mony  on  the  latter  subject  for  three  days  in  New  York.  John 
J.  McCook,  Esq.,  appeared  for  the  elevated  roads,  and  at  the 
session  of  the  Sub-Committee  in  December,  Hon.  F.  J.  Fithian 
was  called  on  by  the  Committee  to  assist  it  in  the  investiga¬ 
tion,  the  Committee  of  the  Chamber  of  Commerce  having 
decided  that  the  resolution  constituting  it  did  not  author¬ 
ize  it  to  proceed  by  counsel  on  this  subject.  Judge  Fithian 
was  assisted  by  Charles  Meyer,  Esq. 

The  testimony  taken  in  the  course  of  the  investigation  is 
comprised  in  four  volumes,  covering  over  4,000  pages,  and  a 
volume  of  exhibits  of  upwards  of  600  pages. 

The  importance  of  the  subject,  the  agitation  which  had  pre¬ 
ceded  the  appointment  of  the  Committee,  and  the  thoroughness 
and  conspicuous  fearlessness  with  which  the  Committee  did 
its  work,  as  well  as  the  prominence  in  the  railway  world  of  the 
witnesses  before  it,  drew  a  large  share  of  public  attention 
during  the  sessions  of  the  Committee,  throughout  the  country, 
to  its  proceedings. 

In  submitting  this  my  concluding  speech  in  pamphlet  form  to 
those  who  may  be  interested  in  the  results  of  the  investigation,  I 
follow  the  example  of  my  brethren  who  have  represented  the 
railway  management,  trusting  that  the  arguments  of  counsel, 
including  those  of  my  adversaries  as  well  as  my  own,  will  en¬ 
able  such  as  are  interested  in  this  controversy,  but  who  cannot 
be  expected  to  read  the  4,000  pages  of  testimony  herein  taken, 
to  have  some  conception  of  the  magnitude  of  the  interests,  and 
importance  of  the  questions  involved. 
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In  expressing  tlie  hope  that  my  remarks  may  leadj  the 
reader  to  the  conviction  that  a  system  of  legislation  of  a  differ¬ 
ent  character  than  is  now  to  be  found  on  the  Statute  Book  is 
imperatively  necessary,  I  am  free  to  confess  that  the  speeches 
of  my  able  adversaries  show  how  difficult  and  delicate  is  the 
task  to  legislate  upon  this  important  matter,  wisely  and  well. 

The  convictions  with  which  at  the  outset  of  this  enquiry  I 
started,  and  which  was  strengthened  by  the  facts  in  evidence, 
of  the  necessity  of  raising  a  special  tribunal  for  the  govern¬ 
ment  of  the  railways  of  this  State,  and  the  inadequacy  of  the 
Existing  law  to  deal  with  the  railway  problem  as  it  has  deT 
veloped  during  the  past  thirty  years,  has  induced  me  to  draft 
an  act  not  only  codifying  the  railway  legislation  of  the  State, 
but  also  embodying  suggestions  for  such  amendment  to  the 
existing  law,  as  the  evidence  developed  before  the  Committee 
shows  to  be  expedient. 


SIMON  STERNE. 


SUMMING  UP  • 

ON  BEHALF  OF 

CHAMBER  OF  COMMERCE 

AND 

pOy\RD  of  Trade  ajnd  Transportation 

BY 

MR.  SIMON  STERNE. 

Mr.  Chairman  and  Gentlemen  0/  the  Committee  : 

I  Jo  not  know  that  I  have  ever  taken  part  in  any  public 
work  without  feeling  at  the  end  of  my  labors  that  those  who 
were  associated  with  me,  as  well  as  myself,  were  just  then 
about  prepared  or  equipped  to  begin  the  work  which  we  had, 
in  common,  undertaken.  I  have  no  doubt  that  the  Chairman 
feels,  and  that  the  members  of  the  Committee  feel — I  certainly 
do  (notwithstanding  whatever  preliminary  preparation  I  had 
made  for  the  purpose  of  properly  discharging  my  duty) — that 
that  duty  could  be  a  great  deal  better  discharged  if  wre  wrere  to 
begin  now,  with  the  knowledge  that  we  have  behind  us,  in¬ 
stead  of  the  limited  knowledge  with  which  we  all  began  at  the 
outset  of  this  investigation.  I  say  this  because  of  the  criti¬ 
cism  made  by  Judge  Shipman,  that  a  great  deal  of  this  evi¬ 
dence  is  desultory  and  shoots  into  the  air.  We  have  neces¬ 
sarily  wasted  some  time,  of  course,  and  from  the  nature  of  the 
inquiry  a  great  mass  of  documents  have  been  introduced, 
many  of  which  we  now  know  to  be  irrelevant  to  the  discussion, 
and  of  little  importance  to  the  Committee.  That  I  think  was 
inevitable,  however,  and  he  so  conceded. 

The  subject,  I  think,  is  too  large  to  be  handled  by  one  com¬ 
mittee  ;  too  large  to  be  skilfully  handled  by  counsel ;  too  large 
to  be  handled  by  the  railway  corporation  agents.  At  all  events, 
one  thing  must  have  impressed  itself  upon  the  minds  of  the 
members  of  the  Committee,  that  the  vast  number  of  considera¬ 
tions  which  enter  into  the  discussion  here,  the  vast  number  of 
interests  that  are  involved,  so  far  transcend  any  which  have 
ever  in  this  State,  since  its  organization,  entered  into  any 
controversy,  that  there  is  reason  to  apprehend  that  whatever 
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conclusions  we  arrive  at,  or  whatever  conclusions  we  state,  that 
we  must  have  it  understood  that  they  are  stated  with  all 
modesty  and  subject  to  modifications. 

I  have  been  called  by  my  friend,  Mr.  Depew,  in  several 
parts  of  his  address,  a  “  Don  Quixote.”  I  did  not  know  to 
what  degree  or  extent  that  remark  was  apposite  or  pertinent 
until  towards  the  end  of  this  third  day  of  discussion.  I  am 
now  disposed  to  confess  that  there  is  something  Don  Quixotic 
about  this  controversy  as  it  now  shapes  itself.  If  I  am  a  Don 
Quixote,  this  Committee  had  the  exhibition  that  instead  of 
Don  Quixote  fighting  the  wind-mill — two  wind-mills  have, 
during  the  last  three  days,  been  fighting  Don  Quixote  ! 

Now,  Mr.  Depew  has  made  a  speech,  which  I  may  be  per¬ 
mitted  to  say,  in  passing,  might  just  as  well  have  been  made 
immediately  after  the  opening  of  the  first  meeting  of  this  Com¬ 
mittee,  inasmuch  as  it  utterly  ignored  the  evidence,  and  was  a 
production  supremely  independent  of  it. 

Before  proceeding  with  the  argument  as  I  had  in  anticipation 
sketched  it,  expecting  that  counsel  for  the  railways  would 
devote  themselves  to  the  discussion  of  the  evidence  instead 
of  suggestions  as  to  my  own  personal  relations  to  the  Cham¬ 
ber  of  Commerce  and  to  the  world  at  large,  it  is  proper  for  me 
to  dispose  of  some  of  the  very  amusing  and  wild  statements 
made  by  Mr.  Depew  during  the  course  of  his  very  entertaining 
effort.  He  has  seen  fit  at  the  very  outset  of  his  remarks  to 
combat  the  position  taken  by  me  in  my  opening,  that  the  rail¬ 
roads  of  the  State  are  subject,  and  properly  subject,  to  what¬ 
ever  regulation  may  be  imposed  upon  them  by  the  wisdom  of 
this  State.  He  said  there  was  no  such  thing  as  a  rule  of  the 
“King’s  highway”  in  relation  to  these  roads  built  by 
private  capital  and  the  losses  incurred  thereby  which  private 
capital  alone  must  bear.  I  had  thought  that  if  deaf  to  argument 
and  the  reasons  with  which,  for  years  past,  I  had  plied  him  upon 
-that  subject,  that  at  least  he  would  have  some  respect  for  the 
decisions  of  the  Supreme  Court  of  the  United  States,  which, 
in  a  series,of  cases  reported  in  the  4th  of  Otto,  set  at  rest  what 
ought  never  to  have  been  seriously  questioned — that  whenever 
a  private  citizen  places  his  money  into  a  business  affected 
by  a  public  interest,  that  business  becomes  instantly  subject 
to  public  'Control,  and  the  investor  has  no  reason  to  complain 
if  that  control  disregards  to  some  degree  the  profitableness 
of  the  private  property  interest  investee!  therein. 
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Chief  Justice  Waite  says,  in  Mun  vs.  State  of  Illinois,  4’Otto, 
113:  “  Common  carriers  exercise  a  sort  of  public  office  and 

have  public  duties  to  perform  in  which  the  public  is  interested.” 
And  he  quotes  approvingly  a  statute  passed  in  the  third  year  of 
"William  and  Mary,  the  preamble  of  which  reads  :  “And 
whereas  divers  wagoners  and  other  carriers  by  a  combination 
amongst  themselves  have  raised  the  prices  of  carriage  of  goods 
in  many  places  to  excessive  rates,  to  the  great  injury  of  the 
trade,  be  it  therefore  enacted,  &c.,”  to  show  that  the  carrier  upon 
a  public  highway  transacts  a  business  of  such  a  nature  that  the 
public  at  all  times  has  control  by  statutory  enactments 
as  to  the  price  to  be  charged  by  him  in  his  business. 
Of  course,  if  the  carrier  is  thus  subject  to  control, 
the  owner  of  a  road  or  the  builder  of  a  road  on  which 
this  carrying  proceeds  is  likewise  engaged  in  a  business 
affected  by  a  public  interest,  and  the  tolls  to  be  charged 
Ihereon  are  subject  to  legislative  control.  That  in  a  particular 
freight  bill  there  is  no  distinction  made  between  the  tolls  for 
the  use  of  the  road  and  the  charge  for  the  carriage,  is  a  matter 
that  can  make  no  difference  in  the  application  of  the  principle, 
because  both  functions  of  owner  of  road  and  common  carrier 
thereon  are  at  all  times  subject  to  legislative  intervention. 
And  the  cases  of  Peik  vs.  The  Chicago  and  Northwestern  Rail¬ 
way,  and  Winona  &  St.  Peters  Railroad  Company  vs.  Blake, 
are  all  authorities  to  the  same  point  in  the  same  book.  Chief 
Justice  Waite,  again  delivering  the  opinion  of  the  court,  says, 
that  where  property  has  been  clothed  with  a  public  interest, 
the  Legislature  may  fix  a  limit  to  that  which  shall  in  law  be 
reasonable  for  its  use.  This  limit  binds  the  courts  as  well  as 
the  people.  If  it  has  been  improperly  fixed,  the  Legislature, 
not  the  courts,  must  be  appealed  to  for  the  change.  And  in 
every  case  that  has  arisen  since,  the  same  principle  has  been 
recognized  ;  so  that  we  may  consider  this  question  eliminated 
from  the  discussion  as  to  the  right  on  the  part  of  the  Legisla¬ 
ture  to  limit  the  use  and  to  circumscribe  the  operations  of  the 
.absolute  freedom  to  do  as  they  please  with  the  highways  of 
the  State  on  the  part  of  the  railway  companies  that  have  been 
chartered  by  the  State,  and  that  question  we  may  now  consider 
as  set  at  rest. 

Turning  from  this  Committee,  to  whom  Mr.  Depew,  in  his  open¬ 
ing  remarks,  inferentially  denied  any  authority  in  the  premises,  he 
turned  upon  the  Committee  of  the  Chamber  of  Commerce,  and 
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in  a  short  so-called  history  gave  a  most  entertaining  statement  of 
what  he  claimed  to  believe  to  be  the  origin  of  this  Chamber  of 
Commerce  Committee.  The  story  lacked  but  one  element  to 
completeness,  and  that,  unfortunately  for  the  story,  was  the 
element  of  fact.  It  is  a  matter  of  but  little  moment  whether  the 
Chamber  of  Commerce  Committee,  which  I  represent,  was  ap¬ 
pointed  at  a  large  or  a  small  meeting,  in  the  discussion  of  so 
momentous  a  question  as  we  have  before  us  ;  but  it  is  worthy  of 
an  answer,  simply  because  it  is  an  illustration  of  the  reckless¬ 
ness  of  statement  that  characterized  Mr.  Depew’s  remarks. 

The  request  for  the  call  of  the  meeting  was  signed  by  the 
largest  number  of  representative  houses  in  every  department 
of  trade  and  commerce  that  had  signed  any  request  for  any 
meeting  of  the  Chamber  of  Commerce  since  the  beginning  of 
the  war  of  1861.  The  signatures  appended  to  the  request  for  the 
call  represented  a  capital  three  times  over  the  combined  nominal 
capital  of  the  New  York  Central  and  Erie  railways,  water,  fraud 
and  all. 

And  the  meeting  was  attended  by  a  larger  number  of 
merchants  than  had  attended  any  meeting  since  the  war. 
On  January  23d,  in  obedience  to  that  call,  a  meeting  was 
held  at  the  Chamber  of  Commerce  rooms,  at  which  a  report 
was  read  by  a  committee  that  had  previously  been  appointed. 

At  that  meeting  Mr.  Samuel  D.  Babcock,  its  President, 
and  Mr.  James  M.  Brown,  first  Vice-President,  both  attended; 
and  at  this  meeting,  Messrs.  Charles  S.  Smith,  Benjamin 
G.  Arnold,  Jackson  S.  Schultz,  William  A.  Booth,  Francis  B. 
Thurber,  Benjamin  B.  Sherman,  and  Charles  C.  Dodge,  were 
appointed  a  Committee  on  Railroad  Transportation. 

Of  those  whom  I  have  named  as  the  Committee,  there  are  but 
two  who  are  members  of  the  Board  of  Trade  and  Transportation 
— the  others  are  all  old  members  of  the  Chamber  of  Commerce — 
and  it  is  strange,  indeed,  that  Mr.  Depew  should  have  forgotten 
the  circumstances  which  attended  the  formation  of  that  Com¬ 
mittee.  On  page  108  of  the  20th  Annual  Report  of  the  Chamber 
of  Commerce,  I  find  that  at  that  very  meeting  at  which  this 
committee  was  raised,  Mr.  Depew  was  present,  and  he  con¬ 
sidered  it  of  sufficient  importance  to  attend  on  behalf  of  the 
New  York  Central  Railway,  and  make  a  speech. 

This  Committee  thus  raised,  reported  at  a  subsequent 
meeting  held  on  the  28th  of  February,  and  the  resolution, 
which  was  unanimously  adopted,  accepted  the  report 


5 


and  recommendations  of  the  Committee,  and  ordered  that 
a  copy  be  sent  to  each  member  of  the  Chamber,  to  the 
Mayor  and  members  of  the  Board  of  Aldermen  of  this  City 
to  the  members  of  the  Legislature  of  the  State,  and  to  the 
members  of  both  houses  of  Congress.  Therefore,  the  sense 
of  this  Chamber  was  taken  at  two  successive  meetings, 
and  that  without  a  dissenting  voice,  empowering  the  sub-com¬ 
mittee  to  enforce  upon  the  attention  of  the  Legislature  the 
grievances  of  which  the  Chamber  of  Commerce  then  complained. 

That  there  are  among  the  fifteen  hundred  members  of  the 
Chamber  of  Commerce  men  so  closely  allied  to  the  rail¬ 
way  interest  that  their  interests,  either  as  stockholders  of 
railways  or  as  beneficiaries  of  railways,  outweigh  their  general 
interests  as  citizens  and  as  members  of  this  chamber,  I  am 
quite  willing  to  believe.  But  tlie}r  have  made  no  public  utterance, 
nay,  not  one  has  ventured  avowedly  to  dissent  from  the  deliber¬ 
ate  action  of  the  body  that  meets  in  this  chamber,  as  expressed 
at  the  two  meetings  in  February,  1878. 

One  of  the  effects  of  raising  this  Committee  of  the  Cham¬ 
ber  of  Commerce  was  to  procure  for  the  New  York  Central 
Railway  Company  a  much  coveted  privilege  of  running 
steam  at  night  over  the  Belt  Line  Boad  for  the  purpose  of 
■connecting  that  railway  with  all  the  docks  fronting  our  city. 
It  has  availed  itself  of  this  privilege  in  but  a  single  instance  ; 
and  although  it  claims  that  it  is  not  permitted  more  largely  to 
avail  itself  of  the  facilities  then  afforded,  by  reason  of  the  op¬ 
position  of  the  Erie  Railway  Company  and  of  the  Dock  Depart¬ 
ment,  yet  whatever  the  Chamber  of  Commerce  could  do  was 
clone  to  afford  to  the  New  York  Central  Road  additional  ter¬ 
minal  facilities,  and  to  remove  the  reproach,  which  Mr.  Depew 
makes,  that  New  Yorkers  do  nothing  for  the  railway. 

As  to  the  charge  that  a  communistic  spirit  had  taken  posses¬ 
sion  of  the  Chamber  in  insisting  that  the  railways  of  the  State  of 
New  York  shall  do  justice  to  New  York  City,  I  need  but  read 
some  of  the  names  appended  to  this  call  to  overwhelm  Mr. 
Depew  with  confusion  :  J.  D.  Vermilye,  President  of  the  Mer¬ 
chants’  Bank,  Benjamin  B.  Sherman,  President  of  the  Me¬ 
chanics’  Bank,  Mr.  Russell  Sage,  John  J.  Cisco  &  Sons,  James 
Buell,  H.  B.  Claflin  &  Co.,  B.  G.  Arnold  &  Co.,  Pupke  &  Ried, 
Phelps,  Dodge  &  Co.,  J.  B.  &  J.  M.  Cornell,  J.  B.  White  &  Co., 
Schultz,  South  wick  &  Co.,  and  a  host  of  others.  Very  dan- 
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gerous  communists,  indeed  !  I  am  credibly  informed  that  the 
signers  to  this  call  represent  an  aggregate  capital  of  upwards 
of  $500,000,000. 

And  in  the  spirit  in  which  the  report  of  the  Committee  was  or¬ 
iginally  drawn,  so  far  as  I  am  concerned,  the  investigation  has 
been  carried  on.  And  the  recommendations  that  I  shall  make 
in  relation  to  legislation  will  follow  this  suggestion.  This  Com¬ 
mittee  on  Railroad  Transportation  say  in  -their  report  to  the 
Chamber  of  Commerce,  regarding  the  subject  of  Congressional 
or  State  legislation  : 

“  In  the  matter  of  railroad  management,  your  Committee 
have  to  say  that  they  deprecate  the  passage  of  laws  which 
would  deprive  the  railroad  corporations  of  the  control  of  their 
own  jDroperty.  They  do  not  desire  extreme  legislation,  such 
as  prevailed  in  some  of  the  Western  States.” 

To  attach  odium  to  a  good  cause  by  giving  it  an  odious 
name  is  a  practice  unworthy  of  the  character  of  the  gentlemen 
who  represent  the  railways  before  this  Committee.  Let  me 
tell  them  that  the  spirit  of  Communism  in  this  country  finds 
much  more  food  in  the  successful  careers  of  unprincipled  rail 
way  adventurers,  who,  with  gains  notoriously  ill-gotten,  and 
by  fraudulent  connivances,  retained,  are  enabled  to  live  in 
superb  houses,  richly  appointed  and  surrounded  by  every 
luxury  that  modern  civilization  has  devised,  than  encourage¬ 
ment  from  any  speeches  that  I  can  make,  or  any  recommenda¬ 
tions  for  legislation  that  can  possibly  emanate  from  tho 
Chamber  of  Commerce,  its  counsel,  or  this  Committee. 

Mr.  Depew  has  intimated  that  only  those  people  who  voted 
for  Mr.  Lewis  for  Governor  felt  that  there  was  something  wrong 
in  relation  to  the  railroad  management  of  the  State,  and  that 
a  most  earnest  protest  against  the  clamor  in  relation  to  rail¬ 
road  mismanagement  was  the  fact  that  the  two  regular  party 
tickets  obtained  the  whole  vote  of  the  State  of  New  York, 
with  the  exception  of  some  “  nine  thousand  idiots,”  as  he 
termed  them,  who  voted  lor  Mr.  Lewis.  Now,  first  of  all,  in 
passing,  it  is  worth  while  to  say  that  Mr.  Lewis  did  not 
receive  the  support  of  the  Board  of  Trade  and  Transportation, 
or  of  the  Chamber  of  Commerce,  and  that  there  were  no  docu¬ 
ments  circulated  by  either  of  those  bodies  in  Mr.  Lewis’s  behalf. 

Both  platforms  of  the  political  parties  promised  to  their  ad¬ 
herents  substantial  railway  reforms  in  the  event  of  the  success 
of  their  respective  tickets.  The  Democratic  platform  says  : 
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“The  people  of  New  York,  farmers,  manufacturers  and  mer¬ 
chants  alike,  demand  that  they  shall  have  all  the  advantages 
which  accrue  to  them  from  their  favorable  positiou,  and  that 
the  railroads  they  have  chartered  and  endowed  with  privileges 
shall  be  operated  for  their  benefit,  and  not  for  their  ruin.  We 
therefore  endorse,  as  our  expression  of  the  foregoing  principle, 
fifth,  the  railroads  prohibited  by  law  from  unjust  discrimina¬ 
tion  and  from  favoring  localities  and  individuals.” 

The  Republican  platform  adopted  the  following  as  its  pledge 
and  promise  of  reform  at  the  last  election  : 

“  The  Republicans  of  New  York,  pledging  ourselves  anew 
to  national  supremacy,  equal  rights,  free  elections  and  honest 
money,  declare  these  principles  : 

Tenth — Moneyed  and  transportation  corporations  are  not 
alone  the  works  of  private  enterprise,  but  are  created  for  pub¬ 
lic  use  and  with  due  regard  to  vested  rights.  It  is  the  clear 
province  and  the  plain  duty  of  the  State  to  supervise  and 
regulate  such  corporations  so  as  to  secure  the  just  and  impartial 
treatment  of  all  interested  ;  to  foster  the  industrial  and  agri¬ 
cultural  welfare  of  the,  people,  and  with  a  liberal  policy  favor 
the  public  waterways  and  maintain  the  commercial  supremacy 
of  the  State.  We  look  to  the  inquiry  now  in  progress,  under 
the  direction  of  the  Legislature,  to  develop  the  facts  which 
will  guide  to  all  needed  action.” 

Thus  both  parties  said  to  their  adherents  :  “We  pledge  our¬ 
selves,  in  the  event  of  the  success  of  the  ticket  that  we  have 
nominated,  that  the  men  whom  we  have  submitted  for  your 
suffrages  will  carry  out  the  necesssary  reforms  in  railway 
management.”  And  both  of  them  recognized  this  to  be  an 
important  and  vital  question ;  so  much  so  that  Mr.  Cornell,  in 
his  letter  of  acceptance,  says : 

“  Particular  attention  is  due  also  to  growing  dissatis¬ 
faction  among  the  farmers,  merchants  and  other  business 
men  of  the  State,  in  regard  to  railroad  and  other  cor¬ 
porate  institutions.  Corporations  created  by  law  exercise 
within  their  charters  delegated  functions  and  are  subject 
to  the  supervision  of  the  power  from  which  they  derive 
their  being.  Originally  endowed  for  the  public  benefit,  they 
have  no  warrant  to  discriminate  against  the  rights  of  any  class 
or  portion  of  the  people  ;  especially  they  should  not  discrimi¬ 
nate  against  the  interests  of  the  citizens  of  New  York,  and  in 
favor  of  those  of  other  States.  The  unexampled  development 
of  our  State  and  of  the  country  beyond  its  borders  has  in  many 
instances  vastly  increased  the  value  of  these  franchises,  the 
recipients  of  which  should  recognize  a  just  accountability  to* 
the  sovereignty  which  endowed  them  with  such  great  and  valu- 
,  able  privileges.  Legislation  adapted  to  the  preservation  of  the 


8 


rights  of  all  classes,  and  to  maintaining  the  commercial  suprem¬ 
acy  of  the  State  of  New  York,  seems  to  me  manifestly  just.'’ 

If  the  political  parties  intended  that  the  so-called  “  clamor  ” 
in  relation  to  railway  reform  should  cease,  they  certainly  seem 
to  have  set  about  it  in  a  very  strange  way  indeed.  They  first 
recognized  the  justice  of  the  demand  made  by  the  Chamber  of 
Commerce,  and  then  pledged  themselves  to  remedy  the  evils 
which  caused  the  demand  for  redress. 

Mr.  Depew  makes  it  a  subject  of  criticism  that  I  did  not 
call  every  individual  merchant  and  every  individual  manufac¬ 
turer  or  farmer  who  was  injured  by  the  discriminations  that 
the  railway  companies  have  seen  fit  to  practice.  He  says  at 
Rochester  there  were  but  two  farmers  who  testified,  and  half 
a  dozen  millers,  and  at  Buffalo  but  several  pork  packers,  a 
few  farmers  and  but  a  few  tradesmen.  The  great  facts  of  the 
discriminations  were  proved  by  the  special  rate  books  of  the 
New  York  Central  Railway,  as  contrasted  with  their  regular 
tariffs.  It  needed  no  evidence  to  prove,  and  it  needs  no  argu¬ 
ment  to  show,  that  the  existence  of  such  discriminations  must 
necessarily  be  injurious  to  the  merchants,  manufacturers  and 
farmers,  against  whom  the  discriminations  operate,  and  that  it 
results  in  an  unfair  advantage  to  him  who  is  the  beneficiary  of 
the  railway.  To  call  clouds  of  witnesses  upon  these  several 
points  would  not  have  added  to  the  weight  of  the  testimony 
one  particle.  The  existence  of  the  discrimination  in  favor  of 
one  individual  and  the  tariff  rate  as  to  the  rest  of  the  commun¬ 
ity  was  as  abundantly  proved  out  of  the  books  of  the  New 
York  Central  Railway  and  out  of  the  mouths  of  its  freight 
agents,  as  though  a  great  mass  of  testimony  had  been  taken 
from  favorites  on  the  one  hand  and  injured  freighters  on  the 
other  for  the  purpose  of  showing  the  same  state  of  facts. 
Why,  we  could  have  gone  on  and  taken  testimony  for  years,  and 
we  would  not  have  been  one  whit  better  off  or  one  step  fur¬ 
ther  advanced  upon  the  subject  of  discriminations  than  the  po¬ 
sition  that  we  held  after  the  books  of  the  New  York  Central 
Railway  had  been  subjected  to  an  examination,  showing  conclu¬ 
sively  their  existence. 

Mr.  Depew  puts  a  statement  in  my  mouth,  differing 
widely  from  what  I  actually  made  when  he  says  that  I 
have  found  fault  with  the  press  since  this  investigation  has 
proceeded.  My  assertion  in  my  opening  was  that  the  press 
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was  considerably  under  the  influence  of  the  railway  power,  as 
the  railway  is  a  very  large  advertiser.  I  have  been  pleased, 
however,  during  the  progress  of  this  investigation,  to  find  in  the 
press  great  unanimity  of  feeling  as  to  the  importance  of  the 
work  which  was  being  done  by  this  Committee,  and  an  admir¬ 
able  apprehension  of  the  problems  involved ;  and  no  word 
dropped  from  my  lips  since  the  first  day  that  this  investigation 
has  proceeded  of  fault  finding  with  that  great  instructor  of  the 
public. 

Mr.  Depew  seems  to  have  found  considerable  comfort 
in  the  fact  that  the  sessions  of  this  Committee  were  not 
attended  by  crowds  of  merchants,  manufacturers  and  farmers, 
who  were  injured  by  the  railways,  and  who,  for  the  purpose  of 
creating  sympathy  on  their  behalf  by  this  Committee,  he 
supposed,  would  lay  bare  their  grievances  as  Italian  street 
beggars  lay  bare  their  physical  deformities.  My  learned 
friend  who  represents  the  N.  Y.  Central  Railroad  must  have 
some  strange  notions  in  his  head  as  to  the  amount  of 
time  a  New  York  leading  merchant  has  to  spare  on  his 
hands.  Such  is  the  intensity  of  occupation  in  this  busy 
mart  on  the  part  of  all  of  us,  that  even  Mr.  Depew  was  fre¬ 
quently  compelled  to  leave  us  when  it  was  Erie’s  turn  to 
be  investigated  instead  of  the  Central’s.  The  merchants  ap¬ 
pointed  a  committee  of  their  representative  commercial  cham¬ 
ber  to  look  after  this  matter,  which  committee,  through 
the  instrumentality  of  counsel,  presented  the  questions  and 
the  evidence  to  this  Committee,  and  the  daily  press  ac¬ 
quainted  them  with  what  degree  of  sufficiency  and  with 
what  amplitude  of  evidence  charges  which  they  had  made 
were  supported,  and  how  far  the  grievances  that  they  com¬ 
plained  of  were  shown  to  exist.  Had  there  been  any  falling 
short  of  the  evidence,  any  dissatisfaction  on  the  part  of  mer¬ 
chants  that  there  was  any  lack  of  support  of  the  charges,  the 
condition  that  Mr.  Depew  looked  forward  to,  of  a  vast  crowd 
of  merchants  attending  the  sessions  of  this  Committee,  would 
probably  have  taken  place.  But  on  the  very  first  days  of  the 
sessions  of  the  Committee,  the  main  charges  of  the  mercantile 
bodies  were,  out  of  the  books  of  the  corporations,  and  out  of  the 
mouths  of  their  own  officers,  overwhelmingly  and  conclusively 
proved.  Wherefore  the  necessity,  then,  of  their  constant  at¬ 
tendance  upon  this  Committee,  or  calling  them  as  witnesses, 
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when  the  injury  done  followed  as  a  neccessary  conclusion,  and 
could  be  computed  as  a  mere  arithmetical  problem  from  a  com¬ 
parison  of  a  special  rate  with  the  ordinary  tariff  rate. 

The  cool  audacity  of  Mr.  Depew’s  statement,  that  the  re¬ 
ports  to  the  State  Engineer  were  shown  to  be  correct,  is  mon¬ 
umental.  The  utterly  fictitious  character  of  the  construction 
account  of  the  New  York  Central  Railway  Company  was  de¬ 
veloped  before  this  Committee  by  Mr.  Robertson’s  testimony, 
and  admissions  of  Mr.  Depew,  which  are  to  be  found  on  pages 
990  to  994,  inclusive,  as  follows  : 

Q.  Have  you  given  any  attention  to  the  accounts  of  the 
New  York  Central  &  Hudson  River  Railroad  ?  A.  Yes,  sir. 

Q.  As  published  to  the  State  Engineer  ?  A.  To  their  re¬ 
ports  I  have. 

Q.  Now,  by  investigating  the  reports  of  that  company  to  the 
State  Engineer,  and  comparing  them  with  the  statements  made 
in  Poor’s  Manual,  have  you  arrived  at  any  conclusion  as  to  the 
correctness  or  incorrectness  of  the  statements  made  by  the 
New  York  Central  &  Hudson  River  Railroad  Company  to  the 
State  Engineer  ?  A.  I  have,  sir. 

Q.  Will  you  give  the  Committee  the  benefit  of  that  judg¬ 
ment — in  what  particular  the  statements  are  incorrect  ?  A.  I 
believe  the  amount  reported  as  having  gone  into  construction 
account  from  year  to  year  is  incorrect ;  that  is,  in  compliance 
with  the  provision  of  the  law  requiring  them  to  report  the 
cost  of  construction — the  actual  money  expended  in  Jabor  and 
material. 

Q.  Will  you  take  before  you  the  State  Engineer’s  reports 
for  the  years  ’68  and  ’69;  in  what  particular  do  you,  as 
an  expert,  state  that  these  accounts,  as  furnished  to  the 
State  Engineer,  are  misleading?  A.  Well,  generally,  sir,  if 
the  report  to  the  State  Engineer  regarding  the  increase  of  the 
construction  account  and  the  total  payments  of  the  New  York 
Central  were  true,  it  would  follow  that  they  had  expended  in 
a  period  of  something  like  ten  years  or  less  than  that  about 
$11,000,000  more  than  they  had  received. 

Mr.  Depew — When  does  this  ten  years  begin? 

The  Witness — From  1869  to  1878  inclusive. 

Q.  You  have  examined  the  amount  of  their  receipts,  com¬ 
pared  it  with  the  amount  as  represented  in  their  construction 
account  ,and  have  found  a  difference  of  how  many  millions  ? 
A.  Not  simply  the  construction  account,  but  of  all  their  pay¬ 
ments — all  their  receipts  and  all  their  payments  for  that  period. 

Q.  Aud  you  have  found,  comparing  these  receipts  and  their 
payments,  that  they  had  paid  out  by  $11,000,000  more  than 
they  received?  A.  That  is,  if  the  amount  that  is  charged 
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up  as  having  been  paid  for  construction  during  that  time 
be  true. 

Q.  Now,  have  you  examined,  as  a  bookkeeper,  the  method 
in  which  they  had  balanced  the  watering  of  their  stock  ?  A. 
It  has  never  been  balanced. 

1  Q.  Or  how  they  have  charged  it  ?  A.  Have  you  any  copies 
of  Poor’s  Manual  here  ?  [The  witness  is  handed  copies  of 
Poor’s  Manual.]  In  Poor’s  Manual  there  is  a  financial  state¬ 
ment  for  the  year  ending  September  30th,  1875,  in  which  one 
of  the  items  on  the  debit  side  is  stated  as  a  balance  reserve 
fund.  etc. — $33,077,360.12. 

Q.  Now,  what,  from  your  recollection,  was  that  reserve  fund 
about  1870,  immediately  after  the  stock  watering  ;  was  it 
higher  ?  A.  Oh,  yes  ;  very  much  higher. 

Q.  Did  that  reserve  fund  correspond  with  the  watering  of 
stock  ?  A.  Yery  nearly. 

Q.  Therefore,  as  a  bookkeeper,  you  assume  that  when  they 
watered  their  stock  to  the  extend  of  $14,000,000  they  made  a 
fictitious  debit  account  against  the  credit  of  the  stock  water¬ 
ing?  A.  Yes. 

1  Q.  And  called  that  reserve  fund  ?  A.  Yes. 

Q.  And  you  find  that  reserve  fund  diminished?  A.  It  has 
been  diminished  every  year. 

Q.  Does  that  diminution  of  reserve  fund  correspond  with 
the  difference  between  the  receipts  and  earnings  and  the  pay¬ 
ments  and  expenses — $11,000,000  ?  A.  Very  closely. 

Q.  Now,  what  deduction  do  you  draw  from  that  as  a  book¬ 
keeper  ?  A.  It  corresponds  also  very  closely  during  a  certain 
period  with  the  amount  added  to  the  construction  account. 

Q.  And,  therefore,  you  assume  that  this  fictitious  reserve 
fund  was  written  off  into  construction  account  from  year  to 
year  in  that  manner,  and  that  accounts  for  that  difference  ? 
A.  I  know  that  the  earnings  of  the  company  have  not  been 
enough  to  warrant  the  increased  construction  account,  and  the 

i  deduction  must  be  that  there  is  a  writing  off  from  this  fic¬ 
titious  account  into  construction  account  yearly  of  cue  or  two 
million  dollars  ;  I  can’t  say  precisely  the  amount. 

Q.  Well,  is  there  in  point  of  fact  any  reserve  fund  deducible 
from  the  accounts  of  the  New  York  Central  &  Hudson  River 
Railroad  Co.?  A.  No,  sir. 

Q.  Have  you  examined  with  a  view  to  ascertain  that  fact  ? 
A.  I  have  written  up  a  set  of  books  myself. 

Q.  To  ascertain  whether  or  not  there  is  a  reserve  fund  ?  A. 
Yes,  sir. 

Q.  And  you  have  come  to  the  conclusion  that  that  whole  re¬ 
serve  fund  is  a  fiction  ?  A.  I  have. 

Q.  Has  the  name  of  that  fund  changed  in  process  of  time  ? 
A.  It  has. 

Q.  What  is  it  now  called  ?  A.  It  was  called  originally  ex- 
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cess  of  capital  over  cost  of  construction  ;  shortly  after  the  con¬ 
solidation  ;  I  think  it  would  be  in  1870,  according  to  ray  recol¬ 
lection  ;  the  consolidation  was  1869  ;  I  think  that  term  was 
applied  in  Poor’s  Manual  in  1870. 

Mr.  Depew — Called  so  by  whom  ? 

Mr.  Sterne — By  your  people.  I 

Mr.  Depew — By  Poor’s  Manual. 

Mr.  Sterne — Do  you  deny  that  the  statements  contained  in 
Poor’s  Manual  are  with  your  knowledge  printed  in  Poor’s 
Manual  and  taken  from  your  Auditor  ? 

Mr.  Depew — The  figures  are. 

Mr.  Sterne — I  mean  the  statement  accompanying  the  fig¬ 
ures  ;  that  Poor’s  Manual  takes  your  figures  as  furnished  by 
your  company  and  prints  them  without  any  change  whatever. 

Mr.  Depew — I  would  like  to  have  that  statement  verified. 

Mr.  Sterne — I  will  furnish  that  missing  bit  of  testimony. 

Q.  Proceed  ?  A.  The  item  is  called  now  £  balance  reserve 
fund.’ 

By  the  Chairman  : 

Q.  Does  that  testimony  you  have  given  relate  to  the  reports 
in  Poor’s  Manual  or  the  reports  to  the  State  Engineer?  A.  % 
Both. 

Q.  Your  testimony  is  the  result  of  an  examination  of  the  re¬ 
ports  made  by  this  company  to  the  State  Engineer  ?  A.  Yes, 
sir. 

By  Mr.  Sterne  : 

Q.  How  was  your  attention  first  attracted  to  this  fact  ?  A. 
By  the  ambiguous  language  used  in  the  reports  published  in 
Poor’s  Manual. 

Q.  Now,  will  you  demonstrate  to  the  Committee  the  fact, 
from  a  bookkeeper’s  point  of  view,  of  why  you  call  that  a  fic¬ 
titious  account,  and  why  it  would  appear  upon  an  entirely 
different  side  of  the  ledger  account  if  it  were  a  true  account  ? 

A.  I  say  it  is  a  contradiction  in  terms  very  much  like  a  lawyer 
attempting  to  prove  a  negative.  4 

Q.  Now,  take  a  piece  of  paper,  please,  and  explain  that  to 
the  Committee  in  the  same  manner  as  though  you  were  asked 
to  solve  a  problem  in  mathematics,  and  take  it  in  relation  to 
the  item  of  the  account  as  it  appears  ?  (The  witness  explains 
and  illustrates.) 

Q.  Does  that  item  of  reserve  fund  appear  in  the  State  re¬ 
ports  ?  A.  No,  sir. 

Q.  You  examined  the  State  reports  with  great  care  from 
1869  to  1878,  with  that  view,  didn’t  you?  A.  I  did. 

Q.  You  sav  it  doesn’t  appear  there  ?  A.  It  does  not. 

Q.  Ought  it  not  to  appear  there,  if  such  an  item  existed? 

A.  The  law  calls  for  it — surplus  fund. 

Q.  Do  you,  as  a  bookkeeper,  know  of  any  reserve  fund  that 
is  not  surplus  fund  ?  A.  No.  . 
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Q.  Isn’t  it  a  matter  of  necessity,  in  the  office  of  the  New 
York  Central  Railroad  Company,  in  its  Auditing  or  Accounting 
Department,  that  there  should  appear  a  credit  side  to  the  debit 
side  of  that  stock  account  in  which  that  increase  of  stock  ap¬ 
pears  ?  A.  Their  books  are  kept  by  double  entry,  and  double 
i  entry  means  an  entry  on  two  sides  which  balance  each  other,  so 
that  when  a  credit  appears  to  capital  stock  account  there  is  a 
necessity  of  some  other  account  being  debited,  or  else  the  bal¬ 
ance  would  be  destroyed  ;  the  essential  point  of  double  entry 
bookkeeping  is  the  principle  of  balance.” 

The  next  morning  (July  14,  p.  994)  Mr.  Depew  admitted  as 
follows : 

Counsel  for  the  New  York  Central  &  Hudson  River  Rail¬ 
road  Company  admits  that  the  figures  as  detailed  in  Poor’s 
Manual  are  correct,  and  the  only  difference  is,  what  witness 
calls  the  ‘  Reserve  Fund  ’  upon  the  books  of  the  Company  is 
designated  as  a  c  Special  Construction  Fund.’  ” 

i  We  have  Mr.  Vanderbilt’s  admission  to  the  same  effect  on 
page  1648 : 

“Q>  All  that  new  construction  is  represented  by  bonds, 
isn’t  it :  not  by  earnings  ?  A.  I  don’t  know  ;  that  is  book¬ 
keeping. 

Q.  Let  me  draw  your  attention  to  the  fact  that  your  con¬ 
struction  account  has  swelled  40  millions  of  dollars  since  1869, 
that  your  capital  account  has  remained  the  same,  and  that 
the  funded  debt  has  increased  about  26  millions  of  dollars ; 
now,  is  the  difference  surplus  or  book-keeping  ?  A.  That  is 
book-keeping  ;  that  I  think  what  you  call  water  is  charged  to 
construction. 

Q.  Isn’t  it  true  that  oftly  a  part  of  that  water  is  charged  to 
construction  account?  A.  The  people  who  make  the  account 
*  can  tell  you  ;  I  cannot ;  probably  it  is. 

Q.  That  there  is  annually  a  writing  off  of  the  debit  side  of 
that  account  into  construction  account  ?  A.  I  have  heard  it 
argued  that  it  ought  to  have  been  done  at  once  ;  instead  of 
that  it  was  done  gradually. 

Q.  There  is  no  actual  construction  ?  A.  That  was  only  a 
question  of  difference  of  opinion  of  why  it  was  not  done. 

Q.  There  is,  therefore,  no  actual  value  representing  those 
additional  millions  ?  A.  Oh,  yes ;  it  was  actual  value  when 
they  were  made. 

Q.  You  think  so  ?  A.  That  is  what  I  have  been  told. 

Q.  By  Mr.  Worcester?  A.  Yes,  sir. 

Q.  There  is  no  value  for  the  year  in  which  the  construction 
account  thus  appears  to  have  been  swelled  by  millions  of  dol- 
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lars?  A.  You  take  what  I  say  as  fact;  it  is  only  opinion; 
Mr.  Worcester  can  tell  you  the  fact. 

Mr.  Sterne — I  asked  for  that  account,  and  Mr.  Depew  has 
not  furnished  it. 

Mr.  Depew — I  told  you  exactly  what  there  was  of  it,  the 
same  as  Mr.  Vanderbilt  explains  it  now  ;  that  the  additional  ^ 
capital  ought  to  have  been  charged  into  construction  account 
at  the  time. 

Mr.  Sterne — You  mean  the  additional  stock  ? 

Mr.  Depew — The  additional  stock. 

Q.  That  is  a  matter  of  book-keeping,  the  issue  of  stock  ap¬ 
pears  on  one  side  of  the  ledger  and  there  is  no  construction 
account  to  appear  on  the  other  side,  and  so  that  is  done,  year 
after  year?  A.  I  think  that  has  been  added  yearly. 

Q.  So,  in  process  of  time,  the  intention  is  what  we  call  stock 
watering  will  be  absorbed  into  construction  account,  so  that 
the  two  accounts  shall  balance  ?  A.  Yes;  I  think  that  is  it” 

We,  therefore,  have  the  evidence  that  there  is  annually 
prepared  for  the  State  Engineer  a  cooked  account  on  the 
part  of  the  New  York  Central  Railroad,  in  which  there  is  a^ 
pretended  credit  to  construction  of  millions  of  dollars  an¬ 
nually  which  never  takes  place,  but  is  a  mere  writing  off  of 
watered  capital  into  a  watered  construction  account,  so  that 
as  a  mere  matter  of  bookkeeping  the  accounts  shall  bal¬ 
ance.  It  strikes  me  that  the  dilemma  in  which  these  gen¬ 
tlemen  are  placed  for  the  purpose  of  explaining  their  “book¬ 
keeping”  and  to  excuse  their  watering  of  stock  is  an  unpleasant 
one,  whichever  horn  they  are  called  upon  for  the  time  being 
to  face.  If  they  seriously  pretend — and  that  is  the  suggestion 
of  Mr.  Depew — that  there  were  actual  values  hidden  from  the 
stockholders  and  disguised  from  the  State  in  1869  of  forty 
millions  of  dollars,  which  had  neither  been  distributed  in^ 
dividends,  nor  carried  to  a  surplus  account,  so  that  its  ex¬ 
istence  was  unknown  by  any  of  the  stockholders  of  both 
of  these  great  highways,  then  their  managers  committed  an 
outrageous  and  infamous  fraud.  The  fraud  must  have  been 
practiced  by  gentlemen  like  Mr.  Corning,  Mr.  Fargo, 
Mr.  Butterfield,  and  Mr.  Worcester,  representing  the  Cen¬ 
tral,  and  the  Messrs.  Vanderbilt  themselves,  representing 
the  Hudson  River  Railroad.  But  even  Mr.  Worcester,  who 
was  privy  to  all  the  stock  watering,  and  to  whoiji  reference 
was  made  by  Mr.  Vanderbilt  in  his  testimony  as  knowing  all 
about  it,  gave  us  as  the  new  work  which  may  be  chargeable 

* 


15 


against  the  sum  total  of  forty  millions  of  water  in  the  way  of  con¬ 
struction,  which  had  been  carried  to  expense  account,  and  should 
have  been  represented  by  the  construction  account,  a  section 
of  double  tracking  of  about  a  hundred  and  fifty  miles  of  the 
i  New  York  Central  Railway,  and  when  pressed  to  give  the 
value  of  that  work  he  failed  to  do  so.  It  surely  could  not 
liave  exceeded  two  or  three  millions  of  dollars. 

Mr.  Depew  drew  for  you  quite  a  pathetic  picture  of  the  con¬ 
dition  of  the  New  York  Central  Railway  Company  during  the 
fight  with  the  Pennsylvania  and  Baltimore  &  Ohio  roads  be¬ 
tween  1875  and  1877,  in  which  he  claimed  that  the  Central, 
supported  by  the  Erie,  entered  upon  a  war  mainly,  for 
the  purpose  of  maintaining  New  York’s  supremacy  and 
commerce,  and  he  showed  that  the  rate  to  Chicago  and 
from  Chicago  went  down  from  one  dollar  to  seventy-five 
cents  a  hundred ;  from  seventy-five  cents  a  hundred  to 
fifty  cents  a  hundred ;  from  fifty  cents  a  hundred  to  twen- 
i  ty-five  cents,  and  from  that  the  through  rate  went  down, 
from  Chicago  to  New  York  and  from  New  York  to  Chicago,  to 
ten  cents  a  hundred,  and  he  sajs  that  millions  of  dollars 
were  expended  by  the  New  York  Central  and  the  Erie  Railway 
Companies  for  the  purpose  of  maintaining  that  fight  with  the 
Baltimore  &  Ohio  and  the  Pennsylvania  Roads ;  he  claims 
that  the  Baltimore  &  Ohio  Road,  which  had  for  years  paid  divi¬ 
dends  of  ten  per  cent.,  passed  its  dividends  for  the  purpose  of 
making  this  fight ;  and  the  Pennsylvania  Company,  which  had 
for  years  paid  dividends,  passed  its  dividends  ;  and  those  great 
corporations  found  themselves  on  the  verge  of  bankruptcy ; 
and  then  came  the  convention  of  1877,  which  resulted  in  a  truce, 
then  peace,  then  agreement  between  these  great  railways  by 
the  operation  of  which  rates  were  to  be  maintained  and  arbitrary 
ierms  fixed,  at  which  New  York  was  to  have  its  business  done, 
Philadelphia  its  business  done  and  Baltimore  its  business  done; 
And  Mr.  Depew  says  that  during  all  this  fight  New  York  did 
not  aid  the  great  railway  which  he  represents  by  the  offer  of  a 
dollar  of  money  or  the  giving  it,  as  against  its  rivals,  any 
additional  business. 

Let  me  draw  the  attention  of  this  Committee  to  a  circum¬ 
stance  that  speaks  volumes,  and  in  significance  outweighs 
pages  upon  pages  of  testimony,  as  to  what  New  York  did  for 
its  great  railway  while  it  maintained  that  fight,  and  what  it 
does  for  its  great  railway  now. 
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The  Pennsylvania  Railroad,  because  it  did  its  through  traffic 
during  those  two  years  in  the  fight  with  the  New  York  Central 
at  a  loss,  and  the  Baltimore  &  Ohio  Railroad,  because  it  did  its 
through  traffic  at  a  loss  in  this  memorable  fight  with  the  New 
York  Central  during  such  two  years,  were  both  compelled  to  t 
pass  their  dividends  and  to  leave  the  $200,000,000  of  stock 
capital  which  they  together  represent,  go  unrequited  in  the  way 
of  earnings.  Yet  the  New  York  Central  &  Hudson  River  Rail¬ 
road  Company,  during  those  same  two  years  of  active  and  bitter 
contest,  in  which  it  carried  its  whole  through  traffic  at  a  great 
loss,  at  an  expense,  as  Mr.  Depew  says,  of  $5,000,000,  paid 
dividends  of  8  per  cent,  upon  its  stock.  And  where  did  it  get 
it  from  ?  What  source  of  revenue  had  it  (if  its  through  traffic 
during  those  two  years  cost  $5,000,000  more  than  it  brought 
in),  other  than  its  local  traffic,  from  which  it  not  only  must 
have  recouped  during  those  two  years  $5,000,0i0,  but  have 
earned  in  addition  at  least  $10,000,000  net  profit  out  of  such 
local  traffic  to  pay  dividends  of  $14,500,000  ?  Therefore,  New  ^ 
York  State  could  not  have  given  a  greater  subsidy  to  this 
railway  than  to  have  handed  over  the  State  of  New  York,  as  it 
did  during  those  two  years  of  fight,  and  unhappily  has  done 
ever  since,  to  be  taxed  by  that  railway  as  it  saw  fit. 

Can  you  spell  out  any  other  conclusion  from  Mr.  Depew’s 
statement  than  that  to  which  I  have  drawn  your  atten¬ 
tion  ?  If  so,  it  will  tax  your  ingenuity  as  it  has  taxed  mine  to 
find  any  other  solution  than  the  one  I  have  suggested. 

Mr.  Depew  would  you  have  believe  that  this  great  contest  dur¬ 
ing  two  years,  involving  an  expenditure  of  $5,000,000,  on 
through  traffic  over  and  above  income,  was  carried  on,  and 
$14,500,000  dividends  were  paid  during  those  two  years  by  ^ 
cutting  his  salary  down  $1,000,  Mr.  Worcester’s  salary -down 
$1,000 ;  Mr.  Rutter’s  salary  $500,  and  so  forth ;  and  that 
these  petty  economies  in  the  aggregate  made  a  difference  in 
the  two  years  of  $20,000,000,  for  the  purpose  of  carrying  on 
this  gigantic  contest,  and  yet  pay  dividends  upon  stock ! 

Let  us  look  for  a  moment  and  see  how  far  the  operating  ex¬ 
penses  which  the  New  York  Central  has  seen  fit  to  report  to 
the  State  Engineer  in  1876  and  1877,  differed  from  the  operat¬ 
ing  expenses  of  1875  and  1878. 

In  1875  the  operating  expenses  of  the  road  of  every  kind 
were  $17,262,000  ;  in  1876  it  was  $16,124,000  ;  in  1877  it  was 
$15,000,000,  and  in  1878,  $16,136,000. 
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The  lesson  that  I  ask  this  Committee  to  draw  from  the  state- 
statement  of  Mr.  Depew,  and  this,  its  supplement  is,  that  either 
the  New  York  Central  can  carry  its  through  traffic  literally 
for  nothing,  if  the  present  system  is  to  continue  which  allows 
them  to  have  free  warren  to  tax  ad  libitum  the  people  of  the 
State  of  New  York ;  or,  it  shows  that  the  superior  gradient 
of  the  New  York  Central  Railway  and  the  bulk  of  its  local 
traffic  give  it  so  immense  an  advantage  over  the  shorter  south¬ 
ern  lines,  its  rivals,  that  wrhen  a  contest  with  the  power  of  the 
New  York  Central  Railway  comes  upon  them,  they  can  fight 
against  it  only  on  the  condition  that  they  shall  cease  to  pay 
dividends  upon  stock  and  ultimately  interest  upon  bonds. 

And  when  that  situation  was  imminent  Mr.  Vanderbilt  was 
called  upon  to  confront  a  very  peculiar  phenomenon  of  railway 
policy,  and  which  makes  it  an  exception  to  every  business  that 
we  knowT  of.  He  did  not  dare  to  send  his  rivals  into  bank¬ 
ruptcy,  because  then  they  would  become  more  formidable  ad¬ 
versaries  than  they  were  before. 

Right  here  let  me  quote  the  opinions  of  Mr.  Fink,  of  Mr. 
Worcester  and  of  Mr.  Vanderbilt  himself  upon  that  point ;  and 
this  again  is  the  real  explanation  for  the  making  of  the  contract 
for  the  maintenance  of  rates  of  April,  1877. 

Mr.  Fink,  on  pp.  564  and  565,  says  : 

“  Q.  Explain  why  it  is  railways  do  not  stop  their  business 
when  they  work  for  less  than  cost?  A.  There  are  several 
reasons  for  that ;  railway  corporations  have  a  large  credit,  and 
they  sometimes  don’t  find  out  that  they  are  broken  before 
they  are  broken ;  they  don’t  know  what  they  are  doing  in  a 
great  many  instances,  and  it  is  a  very  difficult  matter  to  de- 
i  ter  mine - 

Q.  When  they  are  broken  they  do  not  go  out  of  business  ? 
A.  No,  they  commence  again. 

Q.  And  not  only  commence  again,  but  keep  on  under  a  Re¬ 
ceiver  ?  A.  Yes,  sir  ;  that  is  one  of  the  great  difficulties  to 
which  I  wished  to  call  your  attention  yesterday,  that  hi  these 
railroad  fights  you  asked  me  last  night  the  question  in  regard 
to  Philadelphia  and  New  York  ;  why  the  New  York  roads  could 
not  make  lower  rates  than  Philadelphia,  and  keep  on  making 
lower  rates  until  they  bankrupted  each  other;  after  that  is 
done,  of  course  the  roads  are  still  there  and  run  by  somebody, 
so  that  it  does  not  decide  any  question  at  all. 

Q.  That  is  what  I  want  to  get  at ;  the  fact  is,  that  another 
reason  why  the  law  of  competition  does  not  apply  to  railways 
is  because  the  railway  that  is  driven  to  the  wall  does  not  go 
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out  of  business,  but  goes  on,  and  goes  on,  under  conditions 
which  enable  them  to  run  cheaper  than  the  solvent  road?  A. 
Yes,  sir;  that  is  one  of  the  reasons;  a  merchant  when  he  is 
broken  down  goes  out  of  business ;  a  steamboat  also  ;  but  a 
railroad  is  there  all  the  time. 

Q.  It  is  there  and  operated,  and  when  relieved  from  the  4 
stock  capital  and  bond  capital  it  becomes  a  more  dangerous 
rival  as  a  broken  road  than  when  solvent?  A.  That  is  so. 

Q.  And  the  history  of  railroading  in  this  country  shows  that 
an  insolvent  road  is  a  more  dangerous  rival  than  a  solvent  road, 
a  solvent  corporation  ?  A.  In  carrying  on  the  competition 
between  railroad  companies,  that  is,  it  not  necessarily  is,  but 
it  may  be,  if  it  chooses  to  be. 

Q.  For  instance,  in  the  Grand  Trunk  Railway  that  condition 
is  illustrated  perhaps  best  of  all ;  there  is  a  road  with  a  longer 
mileage  operated  under  extreme  difficulties ;  snowed  up  a  good 
part  of  the  winter,  and  yet  they  carry  goods  a  great  deal 
cheaper  than  the  solvent  roads?  A.  They  have  to  carry  them 
cheaper — being  a  longer  road,  if  they  want  to  compete  with 
shorter  roads.” 

.  \ 

Mr.  Worcester,  on  pp.  1078  and  1074,  says  : 

“  Q.  If,  for  instance,  they  were  to  carry  for  a  cer¬ 
tain  distance,  the  question  of  staying  power  of  the  one  man 
as  against  the  other  would  be  an  element  to  be  taken  into  con¬ 
sideration?  A.  There  is  no  such  thing  as  staying  power  ;  that 
is  not  an  element  in  railroading  at  all ;  that  is  a  mistake  that 
.some  railroad  men  make,  I  think,  and  it  is  a  very  common 
mistake  of  the  public,  that  there  is  a  giving  out  somewhere ; 
Ihat  they  cannot  stay,  and  then  the  track  is  clear;  like  a  man 
who  is  rowing  a  race  and  breaks  down,  he  is  out  of  the  race  ; 
that  thing  never  happens  with  a  railroad. 

Q.  You  can  beat  them  into  bankruptcy  ?  A.  I  don’t  know 
as  you  could  do  that,  and,  if  you  did,  it  is  well  known  that  a 
road  in  bankruptcy  is  just  so  much  stronger  than  one  that  is  l 
mot. 

Q.  It  is  stronger  for  competition  ?  A.  Oh,  yes,  decidedly 
-stronger. 

Q.  That  is  what  I  have  always  insisted  on,  and  Mr.  Depew 
has  said  that  I  was  wrong ;  it  is  stronger  because  it  is  relieved 
from  the  obligation,  for  the  time  being,  of  paying  interest  upon 
its  bonds  and  dividends  upon  its  stock  ?  A.  Yes,  sir.” 

And  Mr.  Vanderbilt,  on  pp.  1256  and  1257,  says  : 

Q.  You  also  state  in  this  letter  (June,  1878)  that  bankrupt 
lines  tend  to  drag  others  down  ;  will  you  explain  to  the  Com¬ 
mittee  what  you  mean  by  that  ?  A.  I  mean  that  a  bankrupt 
road  has  no  object — has  no  interest  to  pay,  and  their  expenses 
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are  very  much  less  than  a  road  that  is  paying  its  regular  in¬ 
terest  and  dividends ;  consequently  they  work  for  just  what 
they  can  get. 

Q.  They  £  run  wild,’  to  use  Mr.  Depew’s  phrase,  that  he 
taught  me  some  few  years  ago  ;  they  run  for  operating  ex¬ 
penses  only  ?  A.  They  may  do  so. 

Q.  And  that  is  the  reason,  possibly,  isn’t  it,  why  the  Grand 
Trunk  line  can  compete  so  successfully  with  the  solvent  cor¬ 
porations  that  run  out  of  Boston  westward  ?  A.  It  does  not 
compete  successfully. 

Q.  Don’t  they  make  rates  lower,  and  haven’t  they  made  rates 
lower  than  the  New  York  Central  and  Boston  &  Albany  Hoads  ? 
A.  They  have,  but  they  don’t  pay  ;  they  don’t  do  it  successfully, 
therefore. 

Q.  I  mean  they  succeed  in  carrying  goods  at  lower  rates  ;  I 
speak  of  competing  successfully  in  the  sense  of  getting  traffic 
and  carrying  at  lower  rates  to  western  points  than  the  solvent 
roads  ?  A.  Yes. 

Q.  In  that  sense  I  am  right  ?  A.  Yes. 

Q.  And  that  you  attribute  to  the  fact  that  they  are  insol¬ 
vent  ?  A.  I  attribute  it  to  that  fact ;  that  they  have  nothing  to 
meet,  no  interest  to  pay,  no  dividends. 

Q.  And  that  therefore  they  are  practically  in  the  same  po¬ 
sition  as  though  the  State  had  built  the  road  and  had  given  it 
to  them  to  operate  for  nothing  on  the  condition  of  paying 
operating  expenses ;  is  not  that  it?  A.  That  is  your  version 
of  it ;  it  may  be  so  ;  I  can’t  tell  their  object. 

,Q.  But  are  they  not  practically  placed  in  the  position  as 
though  the  road  had  cost  nothing  to  build,  and  they  had  it 
surrendered  to  them  at  a  nominal  rent  on  condition  of  paying 
the  operating  expenses?  A.  Very  well.” 

When  I  made  my  opening  remarks  before  this  Committee  at 
Municipal  Hall  by  a  statement  of  what,  on  behalf  of  the 
Chamber  of  Commerce  and  Board  of  Trade  and  Transporta¬ 
tion,  I  expected  to  prove,  I  suffered  from  considerable  embar¬ 
rassment,  to  which  it  is  proper  now  to  refer. 

This  embarrassment  was  not  due  to  any  misgivings,  either  as 
to  the  strength  of  the  cause  that  I  represented  or  as  to  appre¬ 
hensions  on  my  part  that  the  evidence  would  fall  short  of  the 
charges  contained  in  the  memorials  of  the  Chamber  of  Com¬ 
merce  and  Board  of  Trade  to  vour  Committee  and  to  the  Legis- 
lature,  but  because  I  knew  full  well  that  all  that  ingenuity 
could  do  had  been  done  to  prejudice  in  advance  the  minds  of 
the  members  of  this  Committee  against  the  cause  that  I  repre¬ 
sented  and  against  rnvself. 

For  five  consecutive  years  prior  to  the  meeting  of  the  Com- 
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mittee  I  had  incurred  the  rancorous  opposition  of  the  railway 
interests  of  the  State,  by  insisting,  before  Legislative 
committees  acting  in  behalf  of  the  commercial  interests  of 
our  State,  upon  the  necessity  of  a  revision  of  our  railway  legis¬ 
lation,  because  the  theory  upon  which  it  was  based  had  proved 
to  be  unsound. 

A  Railway  Commissioners’  bill  had  been  drafted  by  me  and 
presented  to  several  successive  legislative  bodies,  only  to  be 
smothered  in  their  committees,  and  at  the  end  of  the  session 
to  receive  my  labor  for  my  pains,  plus  considerable  criticism 
as  a  wild  doctrinaire ,  who  imagined  that  he  could,  out  of  hi& 
inner  consciousness  or  studies  from  books,  learn  how  to  man¬ 
age  railways  better  than  those  who  were  brought  up  in  the 
smoke  of  a  locomotive. 

When  I  insisted  upon  the  appointment  of  a  proper  railroad 
commission  under  a  law  which  the  experience  of  other  nations 
and  another  State  had  proved  to  be  in  its  main  features  a  use¬ 
ful  one,  I  was  met  by  the  argument  of  Mr.  Depew,  the  repre¬ 
sentative  of  the  New  York  Central  &  Hudson  River  Railroad 
Company,  that  twenty-two  years  ago  a  commission  for  the 
regulation  of  railways,  with  powers  amply  sufficient  to  accom¬ 
plish  all  the  objects  sought  by  the  gentlemen  who  proposed 
the  bill,  was  created  by  the  Legislature  of  this  State.  He  said  : 

“  That  after  it  had  been  in  existence  for  a  year,  the  act  was 
repealed  and  the  board  abolished  because  the  scandals  con¬ 
nected  with  it  were  such  that  the  State  could  not  afford  their 
existence,  and  the  utter  uselessness  of  the  body  was  such  that- 
the  Legislature  chose  to  take  the  power  back  into  its  own 
hands.” 

The  story  told  upon  the  stand  in  this  investigation  by  Gen¬ 
eral  Diven  shows  that  the  railway  companies  procured  the  re¬ 
peal  of  the  law  authorizing  the  appointment  of  the  commis¬ 
sion  by  connivance  with  the  leading  Commissioner  to  consent 
to  make  no  opposition  to  such  proposed  repeal,  in  considera- 
'  tion  of  a  payment  to  him  of  $25,000,  the  whole  amount  of 
his  salary  for  five  years. 

If  the  commission  had  been  a  useless  one,  inadequate  as 
was  the  law  which  appointed  it,  the  railway  companies  would 
not  have  parted  with  their  money  to  get  rid  of  it.  If  the 
commission  had  been  a  corrupt  one  the  State  would  have 
abolished  it  without  subjecting  the  railway  companies  to  any 
expense  for  so  doing. 
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In  any  event  General  Diven’s  statement  of  the  exact  facts 
in  relation  to  this  commission  disposes  entirely  of  the  story 
we  have  heretofore  so  often  heard  that  a  commission  in  this 
State  has  been  tried  and  found  wanting.  It  has  never  been 
honestly  tried. 

Yet,  during  these  five  years,  that  I  have  appeared  be¬ 
fore  the  Legislature  I  have  noticed  a  gradual  change,  not 
only  in  public  sentiment,  but  also  a  changed  course,  if  not 
a  reversal  of  railway  methods  theretofore  employed,  which 
now  brings  us  to  the  conclusion  that  if  the  conduct  of  railroads 
to-day  in  the  administration  of  the  trunk  lines  is  correct 
their  managers  five  years  ago  were  wholly  at  fault,  and 
those  hard-headed  practical  men  who  do  not  trouble  them¬ 
selves  much  with  theories  or  doctrines,  but  who  are  taught  by 
the  logic  of  events,  have  by  their  conduct  in  turn  taught  us 
that  the  competitive  theory  on  which  our  legislation  of  free 
and  competing  railroads  proceeded  was  destructive  of  them¬ 
selves  as  well  as  of  the  community  which  called  them  into 
being. 

And  here,  let  me  draw  your  attention  more  closely  to  the 
altered  condition  and  attitude  of  the  railway  interest  itself 
towards  this  investigation,  which  we  have  now  brought  to  a 
close. 

You  were  told  at  the  outset  that  there  was  no  occasion  for 
any  inquiry ;  that  the  interest  of  the  railways  themselves 
would  compel  them  to  serve  the  public  best,  and  that  what¬ 
ever  mistakes  were  made  would  be  rectified  soon  enough  by 
ihe  conviction  of  such  mistakes  being  brought  home  to  the 
railway  managers  in  lessened  dividends ;  and  that  no  com¬ 
munity  could  for  long  suffer  at  the  hands  of  the  railway 
interest  without  its  reacting  upon  the  railway,  and  that  such 
reaction  would  necessarily  bring  about  its  own  remedy.  In¬ 
deed,  you  were  told  that  there  were  no  abuses  to  rectify,  and 
that  the  charges  were  the  result  of  the  personal  interest  of  a 
member  of  a  single  firm  of  merchants  and  the  heated  imagina¬ 
tion  and  theoretical  tendencies  of  the  lawyer  who  now  ad¬ 
dresses  you. 

Over  their  own  signatures,  the  Presidents  of  the  leading 
railway  corporations  of  this  State  had  the  hardihood  to  deny 
that  special  rates  were  given  over  their  lines  of  railway ;  to 
deny  that  preferences  were  shown  without  regard  to  the  ques- 
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tion  of  wholesale  or  retail  shipments ;  they  claimed  that  citi¬ 
zens  of  this  State  were  served  as  well  and  as  cheaply  as  tho 
through  traffic,  and  that  if  there  was  decay  in  our  industries- 
and  decay  in  our  agricultural  interests,  such  decay  was  due- 
to  causes  over  which  neither  the  people  of  this  State  nor  the 
railways  that  ran  therein  had  any  control. 

When  we  stated  that  the  reports  annually  submitted  to  the 
State  Engineer  were  valueless,  we  were  deliberately  told  that 
all  that  was  worth  knowing  on  the  part  of  the  public  was  there¬ 
in  communicated,  and,  in  answer  to  our  position,  that  neither 
the  stock  capital,  nor  the  construction  account  of  a  railway,  as 
reported  to  such  officer,  at  all  represented  the  true  value  of  the 
roads,  or  the  true  condition  of  their  affairs,  these  rail¬ 
way  Presidents  declared  over  their  signatures  that  their  stock 
and  bonded  indebtedness  represented  the  actual  cost  of  their 
railways,  and  that  there  was  no  attempt  to  evade  the  limita¬ 
tion  of  ten  per  cent,  as  to  profits,  nor  indeed  was  there  any¬ 
thing  misleading  in  the  annual  reports  which  they  submitted. 
Not  content  with  these  denials,  of  charges,  the  truth  of  which, 
under  examination,  they  were  instantly  compelled  to  admit,  these 
Presidents  undertook  to  read  quite  a  homily  (in  that  curious 
literary  production  called  the  ‘‘Joint  Letter”)  to  the  gen¬ 
tlemen  whom  I  represent,  upon  the  indecorousness  and 
impropriety  of  making  “wild  charges”  on  mere  hearsay  ? 
intimating  that  when  those  charges  would  be  submitted  to  the 
scrutiny  of  a  trial, through  the  forms  of  a  Legislative  investiga¬ 
tion,  the  Chamber  of  Commerce  and  the  Board  of  Trade  and 
Transportation  would  be  covered  with  confusion  and  shame  for 
having  made  wild  and  unfounded  aspersions,  affecting  charac¬ 
ter  against  the  gentlemen  who  are  now,  and  have  been  in  tho 
recent  past,  managers  and  directors  of  our  trunk  lines. 

What,  after  six  months  of  enquiry,  has  been  the  result  ?  I 
venture  to  say  that  with  all  the  consciousness  of  vast  wealth 
and  the  influence  and  the  assurance  that  flows  therefrom,  if 
this  “Joint  Letter,”  were  again  to  be  written,  it  would  adopt  a 
very  different  tone.  Nothing  short  of  fatuity  or  an  absolute  and 
blind  reliance  upon  this  Committee  not  doing  its  duty  ever 
could  have  induced  men,  situated  as  Messrs.  Jewrett  and 
Yanderbilt  then  were,  to  sign  that  document. 
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Discriminations  against  Citizens  of  New  York  State  by 

the  Through  Traffic. 

I  shall  now,  in  the  order  in  which  the  charges  were  made, 
take  np  this  evidence  and  present  it  before  yon  in  concrete 
i  shape,  so  that  we  may  see  how  and  in  wdiat  manner  they  have 
been  supported. 

“  First.  That  railroads  are  in  the  habit  of  carrying  freight 
for  the  citizens  of  other  States,  and  also  for  citizens  of  foreign 
countries,  at  lower  rates  than  for  citizens  of  the  State  of  New 
York.” 

You  have  before  you  the  evidence  that  the  rates  from  Chi¬ 
cago  to  New  York,  a  distance  of  960  miles,  were  15  cents  a 
hundred  during  a  considerable  part  of  the  year  1878 ;  at  times 
going  down  to  as  low  as  10  cents  a  hundred  ;  and  that  at  no  time 
was  the  rate  below  12  cents  a  hundred  as  an  open  rate  on  even 
grain  and  flour  from  Buffalo,  and  at  no  time  below  18  cents  a 
*  hundred  on  other  fourth- class  freight  from  Buffalo  to  New 
York  City,  a  distance  of  440  miles. 

Therefore,  taking  the  extreme  western  point  of  our  State, 
the  absolute  rates  from  Chicago  on  eastbound  traffic  were 
lower  than  the  lowest  rates  from  our  own  westernmost  city,  and 
the  farmer  in  the  neighborhood  of  Chicago  had  the  advantages 
of  a  European  market  at  a  lower  rate,  through  the  instru¬ 
mentality  of  the  railways  of  our  own  State,  than  the  New 
York  farmer  in  the  neighborhood  of  Buffalo.  The  miller  in 
the  neighborhood  of  Chicago  could  send  his  flour  to  New 
York  and  sell  it  at  a  profit,  when,  during  the  winter  months, 
and,  indeed,  as  the  evidence  shows,  during  the  summer  months 
\  too  (for  the  canal  boat  is  poorly  adapted  for  the  carriage  of 
floiir);  our  own  western  millers  could  not  compete,  proximity 
notwithstanding,  with  the  millers  of  Minneapolis,  of  Milwaukee 
and  of  Chicago. 

That  this  is  not  a  sentimental  grievance  we  have  personally 
witnessed.  Mill  after  mill  we  with  our  own  eyes  saw  in  dis¬ 
mantled  condition  and  abandoned.  Buin  meeting  us,  instead 
of  the  hum  of  industry,  on  the  shores  of  the  Genesee  and  of 
the  Niagara  rivers!  I  need  not  here  repeat  the  testimony  we 
todk  at  Rochester  and  at  Buffalo.  It  conclusively  proved  this 
point  by  a  number  of  respectable  witnesses  who  were  likewise 
uncoutradicted  both  as  to  the  advantages  of  those  points  for 
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milling  and  pork  packing  purposes  over  other  places,  and  the 
total  destruction  of  such  advantages  by  the  railways  of  our  own 
State, 

The  excuse  that  is  urged  by  the  railways  is  that  they  could 
not  help  it,  that  by  a  necessity  of  their  existence  they  are 
compelled  to  meet  competition  with  competition,  and  that  they 
must  carry  regardless  of  the  rate  to  local  points  from  Western 
railway  centres.  This  is  the  excuse  of  the  wolf  when  he  kills 
your  sheep.  It  is  the  nature  of  the  wolf  that  makes  him  feed 
on  sheep ;  it  is  the  law  of  his  being,  and  yet  the  farmer  does  not 
for  that  reason  hesitate  in  the  protection  of  his  flock  to  shoot 
him.  It  is  the  duty  of  the  State  to  protect  its  citizens  from 
harm,  and  if  a  charter  that  it  has  granted  from  motives  of  gen¬ 
eral  public  utility  is  used  by  the  grantees  as  an  instrument  of 
aggression  and  ruin,  the  general  usefulness  of  the  highway 
the  State  authorized  to  be  built  cannot  be  used  as  an 
argument  why  they  should  be  permitted  to  use  such  highway 
for  a  specially  destructive  purpose  to  the  citizens  who 
have  created  it.  The  first  necessity  of  the  State  is  to  protect 
its  own,  and  when  it  ceases  to  perform  that  duty  the 
primary  function  of  government  has  been  surrendered  by 
it ;  and  therefore,  whether  stockholding  interests,  the  neces¬ 
sity  for  dividends,  the  desire  for  through  traffic,  or  what 
not  is  urged  in-  mitigation  of  the  offense,  it  must  be  re¬ 
garded  as  the  plea  of  the  wolf,  and  its  worrying  must  cease, 
and  the  State  must  find,  for  the  relief  of  its  citizens,  a  differ¬ 
ent  alternative  than  railway  Presidents  propose  to  afford  them 
when  they  respectively  say,  “  the  farmer  must  adapt  his  farm 
to  other  purposes,  raise  something  here  that  is  not  in  compe¬ 
tition  with  western  produce,”  i.  e.,  raise  fruit  which  takes  six 
years  after  planting  to  produce  a  crop  (see  Yanderbilt’s  testi¬ 
mony,  page  1308),  or  when  Mr.  Dickson,  the  President  of  the 
Delaware  &  Hudson  Canal  Co.,  says,  “  that  the  farmer  will 
have  to  accept  the  inevitable,  it  is  sure  to  come  ;  they  can’t 
compete  ;  the  best  thing  for  him  to  do  is  to  go  West ;  he 
can  live  cheaper  there,  and  we  can  fill  up  here  with  something 
else.” 

Both  Mr.  Depew  and  Judge  Shipman  dwell  with  satisfac¬ 
tion  upon  the  vast  benefits  which  have  accrued  to  society,  and 
particularly  to  the  United  States,  from  the  railway  system. 
To  all  of  which  I  say,  amen,  but  it  is  absolutely  nothing  to  the 
purpose,  and,  for  the  practical  discussion  in  hand,  the  merest 


25 


fanfaronade.  Do  those  gentlemen  really  think  that  it  is  an  an¬ 
swer  to  a  Rochester  miller  who  is  ruined  by  the  discrimination 
in  favor  of  millers  in  other  States  and  against  him,  or  to  the 
Syracuse  grocer,  who  is  ruined  by  Crouse’s  rate,  when  he  in- 
^  yokes  the  power  of  the  State  to  protect  him  from  being  driven 
by  such  discrimination  into  insolvency,  to  say,  “that  the  appli¬ 
cation  of  steam  to  wagon  propulsion  on  railways  has  greatly 
added  to  the  general  wealth  of  the  country  ”? 

Why,  gentlemen,  civilization  is  protected  by  gunpowder 
from  being  once  again  captured  and  subverted  by  barbarism. 
What  would  you  think  of  the  validity  of  the  argument  in  favor 
of  a  particular  ruffian  who  shot  down  a  valuable  citizen,  if  his 
counsel  were  to  urge  in  extenuation  of  his  crime,  that  but  for 
gunpowder  the  Tartar  hordes  of  Western  Asia  might  capture  the 
vast  stores  of  wealth  in  Europe  which  the  arts  of  peace  had  for 
centuries  accumulated,  and  that,  therefore,  the  slight  abuse  or 
misdirection  of  so  small  a  quantity  as  is  necessary  to  load 
*  a  pistol  should  be  pardoned  in  consideration  of  the  vast  bene¬ 
fits  conferred  by  the  whole  store  of  gunpowder  in  possession 
of  mankind  ? 

Let  us,  in  this  connection,  examine  a  little  more  closely  in¬ 
to  the  validity"  of  this  plea  of  necessity.  Our  railway  mag¬ 
nates  have  under  examination  stated,  o?er  and  over  again, 
that  they  could  not  tell  the  exact  cost  of  transportation. 
Some  few  ventured  upon  a  conjecture,  that  a  15  cent  rate 
from  Chicago  did  not  pay  the  New  York  carrier  on  its  pro  rata 
share  of  15  cents  a  hundred  for  the  mere  expense  of  the  haul ; 
yet  that  is  all  they  obtained  for  a  considerable  part  of  1878. 
Therefore,  as  interest  was  paid  upon  bonds  and  dividends 
t  upon  stock,  the  moneys  necessary  to  such  ends  were  wrested 
from  the  New  York  citizen  by  the  tariff  on  the  local  traffic 
where  the  carriers  fixed  such  rates  as  they  pleased ;  rates 
where  it  could  make,  in  the  absence  of  legal  limitation, 
to  use  the  railway  parlance,  “  arbitrary  rates,”  instead  of  com¬ 
petitive  ones. 

Our  railways  were,  therefore,  placed  in  a  position,  through 
the  freedom  of  action,  to  make  their  own  rates,  by  which  they 
were  enabled  to  make  up  the  losses  on  a  competitive  business 
which  was  admittedly  done  without  profit,  by  an  arbitrary  and 
oppressive  system  of  taxation  upon-  our  own  citizens,  which 
must,  if  permitted  to  continue  long  enough,  result  in  the  de- 
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struction  of  our  manufacturing  industry  and  the  decay  of  our 
agricultural  interests. 

In  this  connection  let  me  call  the  Committee’s  attention  to 
the  Schoelkopf  &  Mathews’  contract  with  the  N.  Y.  C.  &  EL 
R.  R.,  in  which  it  is  provided : 

“  And  further,  that  said  first  party  shall  and  will  at  all  times 
give,  grant  and  allow  to  said  second  parties  as  low  rate  of 
transportation  on  all  property  shipped  by  them  from  their 
said  mills  at  Niagara  Falls,  and  as  favorable  facilities  and 
accommodation  in  all  respects  as  are  afforded  by  the  party  of 
the  first  part  to  the  millers  of  Buffalo  and  Black  Rock.  And  also 
that  the  said  party  of  the  first  part  will  transport  for  said 
second  party  all  of  their  eastbound  New  York  freight  at  and 
for  the  price  or  rate  of  forty-seven  per  cent,  of  the  current  all 
rail  through  rates,  via  the  route  of  party  of  the  first  part, 
from  Chicago  to  New  Y"ork,  at  the  times  of  shipment,  adding 
thereto  three  cents  per  barrel  for  fiour  and  one  and  one-half 
cents  per  hundred  pounds  for  mill  feed  or  grain,  as  a  terminal 
charge,  to  provide  for  the  incidental  expenses  attending  local 
transportation.” 

All  that  the  Chamber  of  Commerce,  all  that  reasonable  peo¬ 
ple  in  the  State  of  New  York  want,  is  to  make  the  Schoelkopf 
&  Mathews’  contract  with  the  New  York  Central  Railroad 
the  law-imposed  contract  by  all  our  railways  with  all  the 
people  of  this  State.  If  it  was  just,  in  that  case  to  protect  that 
one  miller  against  the  effects  of  the  through  rate,  then  it  is 
clearly  just  that  that  beneficent  principle  should  be  extended 
to  the  whole  of  the  people  of  the  State  of  New  York. 

Railway  charges  in  that  respect  are  absolutely  analogous  to 
taxation.  There  is  but  a  very  small  percentage  of  all  that  is  con¬ 
sumed  even  upon  our  own  farms  into  which  the  element  of 
railway  transportation  does  not  enter,  and  the  sum  total  paid 
to  our  railways  through  one  channel  or  another  by  our  own  far¬ 
mer,  however  limited  his  holding,  is  largely  in  excess  of  all  his 
taxation,  local,  State  and  National.  The  absolute  freedom  of 
the  railway  to  make  its  own  freight  charges,  and  so  recoup  itself 
for  losses  wherever  and  whenever  incurred,  and  whenever  it 
likes,  is  to  place  our  farmers,  our  manufacturers  and  our 
merchants  at  the  mercy  of  a  power  compared  with  which  that 
lodged  in  the  hands  of  the  Farmers  General  ot  France  was 
moderate  indeed. 

Competition. 

I  stated  at  the  outset  that  the  theory  upon  which  we  based 
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our  railway  legislation  lias  proved  to  be  unsound.  I  shall  now 
submit  to  you  the  evidence  showing  how  very  unsound  it  is. 

We  started  with  the  conception  that  competition  would,  in 
railway  matters,  regulate,  as  it  does  in  almost  all  other  occupa¬ 
tions,  the  pric^  of  the  service,  and  regulate  it  beneficially. 

It  h  as  for  long  been  a  doctrine,  and  in  the  main  a 
sound  one,  of  political  economists  that  competition  is  a  bet¬ 
ter  regulator  than  the  ingenuity  of  man  ;  competition,  in  this 
sense,  means  free  competition  between  sellers  and  buyers — 
freedom  on  both  sides,  freedom  to  buy  as  well  as  freedom  to 
sell.  The  moment  these  conditions  are  changed,  the  natural 
law  no  longer  applies. 

Take  the  case  of  the  slave  and  slave  owners.  There  was 
competition  between  slave  owners  for  the  labor  of  the  slaves,, 
but  it  was  a  competition  that  inured  not  to  the  benefit  of  the 
slave, “because  there  was  no  competition  between  the  slaves  as 
to  the  choice  of  owners. 

The  law  of  competition,  to  be  operative,  involves  necessa¬ 
rily  and  in  terms  absolute  freedom,  and  whenever  that  is  either 
by  arbitrary  law  or  by  circumstances  denied,  competition  does 
not  prevail,  and  a  system  or  polity  based  upon  a  supposed 
condition  of  competition  which  does  not  prevail,  works  con¬ 
stant  and  perpetual  injustice. 

Let  me  give  to  you  an  illustration  of  my  meaning  :  A  man 
desires  a  pair  of  boots,  a  coat,  or  a  hat ;  lie  is  free  to  buy  it, 
in  a  great  community  like  New  York,  at  a  thousand  different 
points,  and  while  the  number  of  boots,  hats,  or  coats  that  are 
offered  in  a  community  generally  represent,  as  a  whole,  the 
amount  of  the  demand  either  present  or  in  the  immediate 
future,  yet  in  each  particular  instance  the  person  feeling  the 
desire  for  the  service  has  a  million  more  hats,  boots  or  coats 
offered  him  than  he  individually  wants  ;  he  is,  therefore,  at 
least  as  free  to  choose  in  the  open  market,  as  the  buyer  is  to 
sell,  in  the  open  market. 

The  purveyors  of  the  supply  in  the  case  of  articles  produced 
in  indefinite  quantities  are  so  scattered  and  operate  under 
such  different  conditions  that  they  cannot  combine  ;  they  must 
compete.  Hence  excessive  charges  and  ruinous  demands  by 
tradesmen  in  staple  articles  are  followed  by  bankruptcy  on 
the  part  of  the  fools  who  insist  upon  them.  How  different  is 
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the  situation  in  tlie  case  of  a  great  railway  with  fixed  termini 
and  a  monopoly  control  of  more  or  less  intermediate  territory? 

I  want  a  train  from  New  York  to  Utica.  I  have  not  a  mil¬ 
lion  trains  offering  me  to  convey  me  there.  There  is  but  one  ; 
and  at  the  time  when  I  want  it  I  am  limited  to  but  a  single  in¬ 
strumentality  to  gratify  my  demand,  and  although  the  number 
of  trains  and  the  facilities  for  reaching  that  point  are  adequate 
compared  with  the  demand,  yet  at  every  given  period  of  time 
there  is  but  one  seller  of  that  service  and  numerous  buyers. 

I  desire  to  ship  goods  to  some  local  point  and  I  am  in  the 
same  position.  And  the  problem  is  not  altered  in  its  condition 
even  as  to  competitive  points,  because  while  there  are  three  or 
four  sellers  there  are  again  numerous  buyers  of  the  service  to 
these  competitive  points,  and  the  sellers  are  not  so  diverse 
in  interest  nor  so  numerous,  but  that  the  law  of  combina¬ 
tion,  instead  of  the  law  of  competition  becomes  the  govern¬ 
ing  element  in  that  case,  and  even  what  are  called  competitive 
points  in  railway  parlance  are,  or  soon  come  to  be,  combina¬ 
tion  or  pool  points  in  one  form  or  another. 

They  soon  become  combination  points  because  the  interest 
of  the  seller  is  to  combine  as  against  the  buyer,  and  combina¬ 
tion  is  only  prevented  and  can  only  be  prevented  by  impossi¬ 
bility  to  combine,  because  even  in  the  trades,  when  confined 
to  but  few,  combination  and  not  competition  is  the  tendency 
and  to  a  large  degree  the  rule  of  the  trade. 

The  theory,  therefore,  upon  which  our  railway  legislation 
has  proceeded  since  the  adoption  of  the  Constitution  of  184.8  is 
unsound.  Its  practice  has  cost  us  untold  millions  of  dollars  ;  has 
diverted  and  changed  the  character  of  our  industries ;  and 
that  our  State  has  not  been  depopulated  to  a  large  degree,  and 
our  industries  quite  destroyed,  is  due  to  a  native  vitality  which 
overcomes  almost  all  waste  arising  from  gross  governmental 
mismanagement,  and  this  one  among  the  number. 

The  railroads  themselves  have  told  us,  through  Mr.  Blanch¬ 
ard,  in  whom  they  have  concentrated  their  defence,  that  the  rail¬ 
way  chiefs  would  be  fools  if  they  would  abandon  the  principle 
of  combination  that  the)  have  now  adopted,  and  that  it  is 
the  only  one  which  promises  dividends  upon  stock  and 
a  return  for  the  capital  invested,  and  safety  as  to  the  main¬ 
tenance  of  rates  to  the  people  of  our  State.  And  he  is  quite  right 
therein.  Instead  of  the  Legislature  anticipating  the  facts 
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with  statesmanlike  foresight,  it  was  necessary  that  a  pool  should 
be  made,  agreed  rates  should  be  fixed  by  twenty-six  different 
railways,  a  combination  should  be  entered  into  which  they 
now  say  is  to  last  for  all  time — an  organization  effected  by  the 
4  great  trunk  lines,  creating  them  practically  and  substan¬ 
tially  one  great  corporation,  and  openly  and  avowedly  throw¬ 
ing  aside  all  pretence  of  competition.  It  was  necessary  that 
all  this  should  occur  before  our  Legislature  and  our  people 
would  understand  that  the  basis  upon  which  they  had  pro¬ 
ceeded  as  to  the  legislation  to  govern  this  vast  interest  had 
been,  by  the  railways  themselves  and  in  broad  daylight,  re¬ 
moved,  and  that  our  legislation  was  hung  up  in  mid-air. 

We  are,  therefore,  brought  face  to  face  with  a  condition  of 
facts  which  has  completely  altered  the  relation  of  the  New 
York  public  towards  the  railway,  and  which  makes  all  argu¬ 
ments  based  upon  the  theory  of  competition  seem  child¬ 
ish  prattle,  because  the  competitors  have  combined,  have 
i  declared  to  our  faces,  here  in  this  room,  that  as  to  through 
traffic  they  mean  to  remain  combined,  and  tell  you  in  answer 
to  the  objection  that  such  combination  is  against  the  policy  of 
the  law,  that  if  competition  is  not  against  the  policy  of  the  law 
in  railways  it  should  be,  as  it  brought  about  and  will  continu¬ 
ously  intensify  all  the  evils  of  wdiich  we  justly  complain,  and  that 
combination  is  not  only  the  law  of  railway  being,  but  will  in 
the  end  produce  beneficial  results  to  the  community ;  and  in 
that  also  they  are  right.  Only  you,  as  legislators — and  from 
that  position  I,  for  the  moment,  desire  to  regard  the  matter — 
must  look  at  this  question  from  a  different  point  of  view  than 
the  railway  interest  choose  to  have  us  regard  it ;  and  to 
*  this  branch  of  the  subject  I  shall  again  recur  when  we  come 
to  discuss  the  remedies  which  this  combination  of  railways 
makes  necessary. 

Discriminations  against  Citizens  of  New  York  State  on 

Local  Traffic. 

I  now  come  to  the  second  allegation  made  by  the  Chamber 
of  Commerce,  “  That  individual  citizens  in  this  State  are  given 
special  privileges  and  rates  out  of  proportion  to  those  charged 
the  public  in  general.” 
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Upon  this  point  the  testimon}7"  is  simply  overwhelming. 
Six  thousand  cases  in  one  year  of  special  contracts  as  to  local 
traffic  alone  are  revealed  by  the  testimony  in  the  case  of  the 
New  York  Central  Railway,  and  these  without  any  pretence  on 
their  part  of  explanation  or  excuse,  on  the  ground  either  of 
regularity  of  shipments  or  bulk  of  shipments,  but  all  governed 
by  the  caprice  of  a  single  man,  Mr.  Goodman,  who  seems  to 
have  had  handed  aver  to  him  the  community  in  which  he  lives, 
nnd  over  which  he  has  control,  to  be  dealt  with  as  it  seems  to 
him  best,  without  check  and  without  hindrance. 

It  is  true  that  he  is  under  the  direction  of  Mr.  Rutter,  but 
Mr.  Rutter  has  told  us  that  in  but  rare  cases  is  his  own  su¬ 
perior  authority  invoked,  and  in  still  rarer  cases  is  the  chief  of 
both  Mr.  Rutter  and  Mr.  Goodman  called  upon  to  interfere. 

In  that  connection,  it  is  of  interest  to  cast  a  glance  at  the 
testimony  of  Mr.  Vanderbilt. 

Mr.  Vanderbilt  was  asked  (p.  1263)  about  the  principle  which 
governs  the  making  of  his  rates  between  Syracuse  and  Utica ; 
he  answered  that  they  changed  very  frequently. 

“  Q.  How  frequently?  A.  About  as  frequently  as  a  man 
comes  into  the  office  to  ask  for  it.” 

And  he  thereupon  stated,  in  answer  to  the  question  whether 
that  was  the  uniformity  he  was  in  favor  of  : 

“No  ;  I  am  opposed  to  it ;  I  can’t  help  it ;  when  Mr.  Rut¬ 
ter  was  hired  on  our  road,  we  took  him  from  the  Erie  Com¬ 
pany  ;  we  had  constant  complaints  in  Albany  all  the  time  of 
the  rates ;  there  were  hundreds  of  people  there  every  winter 
about  a  pro  rata  bill;  we.  never  had  a  complaint  under  Mr. 
Rutter  ;  he  was  put  there  and  told,  ‘  Now  you  do  that  business, 
and  you  do  it  to  the  satisfaction  of  all  the  people  throughout 
the  State ;  ’  and  he  has  done  it ;  and  we  have  not  had  a  man  in 
Albany  complaining  of  it  since. 

Q.  How  do  you  know  he  has  done  it  to  the  satisfaction  of 
all  ?  A.  Now  and  then,  with  the  magnitude  of  business  that  we 
do,  there  may  be  a  complaint. 

Q.  lrou  are  determined  in  your  judgment  of  that  matter  en¬ 
tirely  by  the  fact  whether  you  hear  a  complaint  or  do  not  hear 
it  ?  A.  I  am  very  apt  to  hear  it ;  I  get  a  great  many  letters 
on  the  subject ;  I  hand  them  over  to  Mr.  Rutter,  and  lie  has  a 
man  to  see  the  party  at  once. 

Q.  So  when  any  individual  complains  he  is  placated  ?  A. 
He  is  what  ? 

Q.  He  is  placated  ;  he  is  made  all  right?  A.  I  don’t  know 


about  thak;  Mr.  Butter  looks  into  it,  and  be  makes  it  satis¬ 
factory  some  way. 

Q.  And  as  to  the  poor  devil  wlio  don’t  complain,  no  attention 
is  paid  to  him  ?  A.  Well,  I  think  that  is  generally  under¬ 
stood  through  the  State. 

Q.  I  am  asking  you  ?  A.  I  don’t  know  what  his  system  is. 

Q.  And  that  is  the  system  on  your  road  ?  A.  He  does  his 
business  satisfactory  to  us. 

Q.  Of  course.  I  have,  no  doubt  about  that ;  you  wouldn’t  have 
liim  in  your  employ  if  he  did  not :  but  the  system  is,  if  any  man 
makes  a  complaint,  the  letter  is  given  to  Mr.  Butter,  and  that 
man  has  to  be  seen?  A.  I  take  it  for  granted  that  that  is  so  ; 
Mr.  Butter,  I  suppose,  could  tell  you  all  about  it.” 

Here  is  this  great  local  traffic  of  the  State  of  'New  York 
over  a  surface  of  twenty  thousand  square  miles,  tributary  to 
the  New  York  Central  Bail  wav,  handed  over,  to  be  taxed  out 
of  existence,  or  to  be  fostered  into  life,  to  Mr.  Butter  and  un¬ 
der  Mr.  Butter  to  Mr.  Goodman,  on  no  principle  and  upon  no 
system,  the  schedule  rate  being  a  mere  sham,  and  a  trap  for 
the  unwary.  Mr.  Barry,  the  great  nurseryman,  of  Bochester, 
saj's  he  shipped  for  30  years  by  car  loads  without  being  aware 
of  a  special  rate  system.  He  always  paid  the  tariff  rate  on  two 
to  six  thousand  boxes  of  trees  and  shrubs  per  year,  from  fifty 
do  sixty  car  loads  per  season. 

Yet  ninety  per  cent.,  as  Mr.  Goodman  says,  of  the  whole 
business  is,  however,  carried  on  at  these  special  rates,  done 
upon  no  principle  than  to  keep  the  people  quiet,  and  differs 
not  in  the  least  from  the  method  adopted  by  an  Eastern  mon¬ 
arch  for  the  government  of  one  of  his  Satrapies.  The  Shah 
says :  “  I  hear  complaints  from  Lydia.  Go  there,  bring  me 
certain  revenues  to  my  coffers  and  keep  them  quiet.  These 
clamors  disturb  my  rest  and  interfere  with  my  pleasures.  I 
desire  repose.  Bring  me  my  revenues  to  my  coffers  from  the 
locality  which  I  thus  hand  over  to  you,  but  let  me  hear  no 
complaints.’’" 

That  is  the  system,  and  it  results  precisely  as  it  does  in  a 
remote  corner  of  Persia1 — in  the  despoiling  cf  one  set  of  people, 
in  the  bribing  of  others,  in  the  prosperity  of  the  friends,  in 
the  punishing  of  the  enemies  of  the  satrap ;  and  the  worst  of 
nil  crimes  is  the  crime  of  complaining  to  the  Shah. 

When  “with  bated  breath,  and  whispering  humbleness,”  you 
come  to  the  satrap  and  let  him  hear  your  cause,  it  is  possible 
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for  you  to  get  a  remedy,  but  if  you  have  offended  by  becoming 
too  clamorous, — if  the  word  of  complaint  reaches  headquar¬ 
ters,  so  that  the  monarch’s  peace  is  disturbed,  woe  betide  you 
hereafter. 

And  this  system  of  six  thousand  special  rates  within  a 
twelvemonth,  what  is  it  but  a  system  of  bribery  on  the  one 
hand,  cajolery  and  successful  effrontery  on  the  other,  which 
between  them  crush  out  honest,  uncomplaining  toil, — what  is 
it  but  the  building  up  of  monopolies,  the  destruction  of  the 
small  tradesman,  grinding  taxation  for  the  one  and  undue 
profit  to  the  other? 

Is  it  a  remote  comparison  which  I  have  made?  When 
you  bear  in  mind  that  taxation  and  freight  charges  are  analogous, 
and  that  the  system  under  which  the  business  of  this  State  of 
New  York  is  done  by  its  leading  railway,  of  a  special  rate  for 
the  persistent  and  time-serving  tradesman  and  manufacturer, 
the  schedule  rate  for  the  ignorant  and  well-meaning,  is  the  only 
principle  or  rule  upon  which  its  whole  system  of  local  freight 
rates  is  based  ;  you  will  agree  that  the  analogy  I  have  drawn 
is  complete. 

Special  Eates. 

I  anticipated  that  part  of  Mr.  Depew’s  fine  speech  about 
special  rates.  I  knew  it  would  inevitably  come — that  he  would 
either  deny  that  any  special  rates  had  been  given — the  trifle 
of  six  thousand  special  rates,  proved  to  have  been  made  in  less 
than  twelve  months,  does  not  in  the  least  deter  him  from  say¬ 
ing  that  there  were  none.  Why  indeed  should  he  be  deterred? 
Did  not  the  President  of  the  railway  that  he  represents,  on 
page  50  of  these  proceedings,  in  the  “  Joint  Letter,”  say  “  The 
Chamber  of  Commerce  Committee  have  been  informed  that  on 
a  road  of  some  one  thousand  miles  in  length  there  has  been  one 
instance  to  confirm  their  charge  ”  (alleging  special  rates),  “but 
unfortunately  for  the  Committee  this  one  proof  to  their  charge 
is  knocked  from  under  them  by  the  distinct  denial  of  the  man¬ 
agers  of  that  road.” 

For  Mr.  Depew  to  admit  that  special  rates  have  been  made 
would  be  to  place  himself  in  direct  contradiction  to  Mr.  Van¬ 
derbilt’s  statement  over  his  own  signature. 

It  is  true  that  there  are  six  thousand  several  denials  of  both 
Mr.  Vanderbilt  and  Mr.  Depew’s  statements  upon  the  books  of 
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the  New  York  Central  Railway,  but  that  is  an  incident,  as  all 
the  rest  of  the  testimony  taken  before  this  Committee  seems 
to  be  regarded  by  him,  of  a  trifling  character,  which  does  not 
in  the  least  disturb  Mr.  Depew’s  equanimity  or  change  in  the 
i  slightest  degree  a  single  statement  that  he  was  prepared  to 
make  at  the  outset  of  this  investigation,  before  any  testimony 
had  at  all  been  taken. 

Mr.  Depew,  however,  while  denying,  in  his  argument  that 
there  are  special  rates,  claims  that  whatever  special  rates  have 
been  given  were  made  on  some  fine-  spun  theory  of  protection, 
to  transplant  the  jobbing  trade  from  New  York  to  the  interior, 
so  that  the  farmer-grocer  could  do  his  business  with  less  capital 
than  he  might  have  been  compelled  to  use  if  he  was  required 
to  come  to  New  York,  and  “  the  New  York  Central  Railway 
told  him,  instead  of  using  $10,000  in  your  business  we  tell  you 
you  can  use  but  $2,000  and  you  can  put  your  other  $8,000  upon 
your  farm,  because  we  will  bring  the  goods  to  your  door 
through  the  instrumentality  of  a  Crouse  or  somebody  else 
to  whom  we  give  a  low  special  rate,  to  be  on  our 
behalf  and  on  your  behalf,  a  general  distributor  in  your 
communitv.” 

Yery  funny  all  this,  in  face  of  the  fact  that  the  man  who  gets 
the  rate  is  pledged  to  secrecy,  and  the  community  was  never 
told  any  such  thing,  nor  did  they  know  the  facts  fully  until 
they  were  extorted  from  unwilling  witnesses  on  the  stand  and 
after  a  tight  for  the  production  of  the  books  of  the  company. 
Hear  Goodman  on  this,  pp.  167-168  : 

“  Q.  Is  there  any  understanding  with  them  as  to  the  secrecy 
•*  .of  the  rates  that  have  been  given ;  you  have  heard  Mr.  Depew 
say  that  this  was  a  secret  between  the  railway  company  and 
the  shipper  and  consignee ;  is  there  any  understanding  as  to- 
the  secrecy  to  be  kept  ?  A.  In  many  cases  it  is  understood 
that  the  rates  are  to  be  kept  secret ;  that  they  are  confi¬ 
dential. 

Q.  Confidential  from  whom?  A.  From  everybody  except 
the  officers  of  our  company. 

Q.  Is  it  understood  with  the  shipper  or  consignee  that  the 
rates  are  to  be  kept  secret  by  him  ?  A.  Not  always. 

Q.  Sometimes  ?  A.  Yes,  sir. 

Q.  What  are  those  cases  in  which  the  understanding  is  with 
the  shipper  or  consignee  that  the  special  rate  that  he  receives 
shall  be  considered  a  secret  between  you  and  him  ?  A.  A 
3 
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man  may  ship  five  hundred  car  loads  of  freight  over  the 
road - 

Q.  I  want  to  know  the  actual  cases ;  when,  and  under  what 
circumstances  you  make  an  arrangement  with  the  shipper,  that 
the  special  rate  that  you  give  him  shall  be  a  secret  between 
him  and  you?  A.  When  a  man  ships,  or  agrees  to  ship,  five 
hundred  car  loads  over  the  road,  we  give  him  a  rate  to  cover 
that  shipment — understand  me — extending  over  a  period  of 
time,  it  is  understood  that  he  is  to  keep  the  rate  to  himself  ; 
another  man  having  but  twenty  car  loads  gets  a  rate  a  trifle 
higher,  a  little  higher  ;  him  we  do  not  bind  to  secrecy  at  all. 

Q.  You  bind  always,  therefore,  to  secrecy  the  man  that  gets 
the  lowest  rate?  A.  Not  particularly  so,  but  we  do  in  some 
cases — not  in  all  cases. 

Q.  Now,  isn’t  it  so  ;  what  possible  object  is  there  under  any 
given  circumstances  to  bind  to  secrecy  the  man  that  gets  the 
highest  rate?  A.  To  avoid  annoyance  to  the  company. 

Q.  What  annoyance  do  you  avoid  to  your  company  by 
binding  to  secrecy  the  man  that  gets  the  highest  rate  ?  A.  It 
is  not  the  highest,  but  the  lowest ;  it  is  not  the  highest,  I  stated 
the  lowest. 

Q.  Now,  you  correct  your  testimony  ?  A.  It  is  not  the 
highest ;  it  is  most  any  rate.”  * 

And  here  let  us  look  at  the  written  clause  in  the  Schoellkopf 
&  Matthews  ”  special  contract  with  the  New  York  Central 
Railroad  : 

“  Provided,  however,  and  this  agreement  is  made  upon  the 
express  understanding  and  consideration,  that  said  second 
party  (Schoellkopf  &  Matthews)  shall  regard  and  treat  this 
agreement  as  confidential,  and  will  use  all  reasonable  precau¬ 
tion  to  keep  the  same  secret  ”  (page  2126  of  testimony). 

You  may,  however,  look  in  vain  through  this  testimony,  in 
so  far  as  the  officials  of  the  New  York  railroads  are  con¬ 
cerned  who  have  the  power  to  and  do  make  these  special 
rates,  for  one  particle  of  testimony  to  support  any  theory 
whatever,  of  any  kind,  upon  which  these  special  rates  have  been 
made. 

I  anticipated  that  some  fine-spun  theory  would  be  evolved 
hy  Mr.  Depew.  Therefore  I  wanted  to  know,  during  some 
part  of  this  examination,  whether  Mr.  Depew  was  ever  con¬ 
sulted  in  relation  to  the  making  of  the  rates,  and  I. put  the 
question  distinctly  to  Mr.  Clark,  New  York  Central’s  freight 
agent  at  Saratoga,  on  page  1329  : 
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‘  Q.  By  the  bye,  who  else  has  any  thing  to  do  with  the  fixing 
of  rates  in  your  office?  A.  What  rates  have  you  reference  to? 

Q.  The  local  rates?  A.  In  the  absence  of  Mr.  Goodman 
Iiis  assistant  has  occasionally  made  rates. 

Q.  Is  he  frequently  absent?  A.  Mr.  Goodman;  yes. 

Q.  Is  Mr.  Depew  ever  consulted  about  the  fixing  of  rates  ? 
A.  Not  to  my  knowledge. 

Q.  He  accounts  for  them  after  they  are  fixed,  I  suppose  ? 
A.  You  say  so  ;  I  have  no  knowdedge  of  it.” 

Mr.  Vanderbilt,  on  the  other  hand,  says  that  he  hasn’t  any 
theory  about  these  special  rates.  In  his  bluff  way,  his  answer 
is  substantially  this  :  “I  haven’t  any  principle  about  it,  except 
to  keep  my  province  quiet ;  and  Mr.  Butter  gives  the  special 
rates  under  these  general  instructions.” 

Much  as  I  dislike  to  quote  testimony  wffien  there  is  such  a 
mass  of  it  as  we  have  here  to  deal  with,  I  cannot  refrain  from 
following  this  question  of  special  rates  to  the  bottom. 

Mr.  Vanderbilt,  in  his  testimony  on  page  1268,  says : 

Q.  Were  you  consulted,  or  are  you  consulted,  when  a  spe¬ 
cial  rate  is  made?  A.  No. 

Q.  Will  you  tell  this  Committee  what  your  instructions  are? 
A.  My  instructions  are  to  do  the  business,  get  our  share  of  it 
as  against  all  competitors,  and  do  the  business  at  the  same 
price  that  they  do. 

Q.  Is  that  the  whole  of  your  instruction  to  your  subordinates 
as  to  the  management  of  the  special  rate  business?  A.  Lat¬ 
terly,  yes;  for  the  last  two  or  three  years  I  have  left  that  mat¬ 
ter  entirely  with  Mr.  Butter. 

Q.  What  were  your  instructions  as  to  special  rates — differ¬ 
ing  from  schedule  rates — to  Mr.  Butter,  or  anyone  under  you, 
since  you  have  been  President  of  that  railroad  ?  A.  When  we 
*  employed  Mr.  Butter - 

Q.  Now,  when  was  that— because  we  don’t  know  that?  A. 
About  1870,  I  think. 

Mr.  Depew — About  seven  years  ago,  I  think. 

The  Witness — 1872  ;  we  had  a  great  many  complaints  from 
all  parts  of  the  State,  and  we  employed  Mr.  Butter  and  told 
him  to  go  there  and  do  the  business,  so  that  it  would  be  satis¬ 
factory  to  the  people  and  meet  the  competition  with  different 
points  in  the  State ;  our  road  was  getting  in  the  condition  that 
every  point  became  a  common  point;  we  were  crossed  by 
many  different  roads,  and  so  on,  and  our  business  had  to  be 
conducted  in  a  different  manner  ;  and  he  has  made  arrangements 
with  the  people  living  along  the  line  of  the  road  that  were 
satisfactory  to  them ;  and  the  complaints,  after  Mr.  Butter  had 
Teen  there  a  year,  entirely  ceased. 
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Q.  Was  that  all  that  you  said  in  relation  to  these  special 
rates;  this  Committee  would  like  to  know  precisely  the  na¬ 
ture  of  your  instructions?  A.  It  was  a  general  order  to  Mr. 
Rutter. 

Q.  That  was  your  general  direction  to  Mr.  Rutter  ?  A.  A 
general  direction  to  him,  on  the  local  business  of  the  road. 

Q.  And  there  was  not  any  other  theory  or  notion  in  your 
mind  than  the  one  that  you  have  now  stated,  or  no  other 
theory  or  notion  communicated  to  Mr.  Rutter  than  that  which 
you  now  state,  as  the  reason  or  basis  for  these  special  rates  ? 
A.  I  had  several  talks  with  Mr.  Rutter  ;  I  can’t  undertake  to 
tell  you  all  about  it ;  I  don't  know  myself  now  ;  I  was  attend¬ 
ing  more  particularly  before  that  time  to  the  details  of  the  road 
myself. 

Q.  In  attending  to  the  details  of  the  road  yourself,  before 
Mr.  Rutter  came  to  be  your  Traffic  Manager,  did  you  make 
special  rates  ?  A.  No,  we  had  not  made  much. 

Q.  Not  much  ?  A.  No. 

Q.  Upon  what  theory  did  you  make  them  when  you  made 
them  ?  A.  A  large  shipper  would  want  a  rate,  and  we  would 
be  the  judges,  and  he  would  get  it  or  not,  according  to  circum-  ' 
stances. 

Q.  As  you  felt  like  it ;  and  that  is  about  the  way  that  it 
continued,  wasn’t  it?  A.  No;  we  found  that  there  was  a 
growing  complaint  ;  people  were  going  to  Albany,  one  or  two 
hundred  every  year,  complaining  about  it;  Mr.  Drullard  had 
been  the  General  Freight  Manager  ;  Mr.  Rutter  was  up 
theie;  he  appeared  before  a  committee,  on  behalf  of  the 
Erie  Railway  Compan}r,  at  Albany  (my  father  was  with  me  at 
Albany),  and  I  was  impressed  with  his  manner  and  his  testi¬ 
mony,  and  so  on  ;  in  going  down,  I  told  him,  ‘  I  think  there  is 
a  young  man  we  ought  to  have ;’  and  he  said,  ‘  Well,  if  you 
want  him,  get  him  ;’  and  I  found  that  the  Erie  Railroad,  when 
Mr.  Blanchard  (Mr.  Benjamin  Blanchard,  not  the  present  Mr. 
Blanchard),  was  the  General  Freight  Agent,  was  ready  to  part  { 
with  Mr.  Rutter;  and  we  hired  him  and  put  him  in  charge  of 
that  business. 

Q.  Have  you  ever  had  any  conversation  with  Mr.  Goodman 
upon  the  subject  of  special  rates  ?  A.  Mr.  Goodman  receives 
his  orders  from  Mr.  Rutter  generally  ;  I  have  had  conversa¬ 
tion  with  Mr.  Goodman,  complaining  to  Mr.  Goodman  of  the 
rates. 

Q.  What  instructions,  if  any  (or  any  conversation  that  you  | 
had  with  Mr.  Goodman,  that  he  could  translate  into  instruc¬ 
tions),  had  you  with  Mr.  Goodman  in  relation  to  the  special  j 
rates  made  in  the  State  of  New  York  ?  A.  I  would  send  to  i 
Mr-  Goodman  to  come  to  my  office,  and  he  would  come;  and  J 
I  would  complain  to  him  that  the  business  seemed  to  be,.  | 
principally,  about  all  of  it,  done  on  special  rates ;  that  the  i 
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drawbacks  were  immense,  and  that  the  business  of  the  com¬ 
pany  suffered  from  it ;  and  he  would  go  into  the  matter  and 
call  my  attention  to  different  things,  and  satisfy  me  that  it 
had  to  be  done  in  that  way  to  meet  the  competition ;  there 
never  has  been  any  change  ;  I  always  acceded  to  what  he  said 

*  about  it,  because  he  satisfied  me — convinced  my  judgment — 
that  he  was  correct.” 

We  have  these  general  directions  from  the  chief  of  the  rail¬ 
way  to  Mr.  Rutter.  Mr.  Rutter  delivers  verbal  instructions  to 
his  subordinates,  Clark  aod  Goodman,  to  exercise  their  dis¬ 
cretion,  and  when  those  gentlemen  get  puzzled,  they  are  to 
come  to  him. 

What  his  instructions  are  he  has  not  told  us,  though  pressed 
to  do  so.  Mr.  Rutter’s  testimony  upon  that  point  is  as  fol¬ 
lows  (pp.  238  and  239)  : 

“  Q.  The  assistant  general  freight  agent  (Goodman)  has 
testified  that  in  relation  to  these  special  local  rates  he  receives 
.  his  general  instructions  from  you  ;  that  he  acts  Avithin  the  limi¬ 
tations  of  those  general  instructions,  and  that  in  special  in¬ 
stances  he  submits  the  rate  and  the  proposition  to  you  ;  is  that 
so  ?  A.  He  gets  his  instructions  in  a  very  general  manner ; 
not  very  often  directly  from  me. 

Q.  Nowt,  can  you  explain  to  this  Committee  the  manner  in 
which  you  issue  those  instructions  to  the  general  freight  agent 
or  his  assistant  ?  A.  Verbally. 

Q.  AVhat  cases  are  there  Avhen  these  gentlemen,  either  Mr. 
Clark  or  Mr.  Goodman,  submit  the  question  of  the  giving  of  a 
special  rate  to  you  ;  Avhen  are  they  required  to  do  so  ?  A. 
They  are  not  required  particularly  to  do  so. 

Q.  When  are  they  required  generally  to  do  so  ?  A.  If  they 
should  have  any  doubt  in  their  own  mind  as  to  what  they 
should  do  under  the  general  instructions,  they  Avould  probably 

*  refer  it  to  me. 

Q.  Then  their  instructions  are  that  they  are  to  act  accord¬ 
ing  to  their  best  discretion,  and  only  refer  to  you  when  they 
have  doubts  whether  a  particular  case  comes  within  their  dis¬ 
cretion  ?  A.  Yes.” 

Now  let  us  see  what  Mr.  Clark,  the  General  Freight  Agent 
of  the  New  York  Central  &  Hudson  River  Railroad,  has  to  say 
upon  this  subject.  He  is  the  immediate  subordinate  to  Mr. 
Rutter.  He  tells  us  that  Mr.  Goodman  is  under  him.  I  put 
the  question  to  him  (p.  1,324)  : 

“  Q.  What  have  you  to  do  with  fixing  rates?  A.  What 
rates  ? 
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Q.  Local  rates  ?  A.  I  have  very  little  to  do  with  it,  sir. 

Q.  If  any  person  throughout  the  State  of  New  York  wants  a. 
special  rate  do  you  make  it  for  him  ?  A.  I  should  ordinarily 
refer  him  to  Mr.  Goodman. 

Q.  If  Mr.  Goodman  has  any  difficulty  about  it  he  refers  it 
to  you?  A.  Yes.” 

Page  1,328  : 

“  Q.  What  instructions  has  Mr.  Goodman  received  from  you 
in  relation  to  the  theory  or  plan  or  principle  upon  which  that 
business  is  to  be  done?  A.  As  I  say,  I.  found  these  contracts 
in  existence  when  I  came  there,  and  I  have  had  no  reason  to 
disturb  them  ;  I  really  have  had  very  little  to  do  and  say  about 
it.  except  in  one  or  two  important  instances.” 

•  The  instance  that  he  referred  to  was  the  instance  of  Mr. 
Crouse,  in  which  he  said  that  the  only  thing  which  he  took 
into  consideration  was  whether  it  was  not  better  to  give  him  a. 
low  rate  than  to  let  the  business  go. 

He  then  proceeds  to  state,  after  being  pressed  to  give  the- 
reason  why  it  is  not  good  railway  practice  and  railway  eco¬ 
nomy,  in  reference  to  local  traffic,  to  give  up  the  special  rate 
that  had  been  surrendered  as  to  the  through  traffic,  he  says  he 
does  not  think  that  the  local  business  could  be  done  on  such  a 
basis,  that  they  could  not  publish  a  fixed  tariff. 

He  says  on  page  1,345,  1,346  and  1,347  : 

“  Q.  Why  is  it  not  good  railway  practice  and  railway  econ¬ 
omy  in  reference  to  local  traffic  if  it  is  as  to  through  traffic? 
A.  I  don’t  think  that  we  could  do  our  local  business  on  anjr 
such  basis  ;  I  don’t  think  we  could  publish  a  fixed  tariff. 

Q.  Won’t  you  give  the  Committee  the  benefit  of  your  think¬ 
ing  on  that  subject ;  of  why  it  is  a  sound  railway  economy  and 
railway  practice  not  to  have  special  rates  or  special  contracts 
as  to  through  business,  and  why  it  is  good  railway  economy 
and  good  railway  practice  to  have  special  rates  as  to  local 
business?  A.  Will  not  Mr.  Vanderbilt’s  reply  to  about  the 
same  question  cover  it  ? 

Q.  1  want  your  reply  ?  A.  I  cannot  explain  it  any  better 
than  he  did  yesterday. 

Q.  Give  us  your  explanation,  because  it  is  well  to  have  those 
explanations  from  different  points  of  view?  A.  I  think  the 
local  traffic  on  the  line  of  our  road  could  not  be  done  on  any~ 
such  system  as  that ;  I  think  we  would  lose  it  largely. 

Q.  Now,  tell  us  why?  A.  Because  we  have  competing  rail 
line  ;  we  have  the  canal  along  the  best  part  of  our  line. 

Q.  But  you  have  a  good  many  more  competing  rail  lines  as 
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to  your  through  traffic  than  you  have  as  to  your  local,  and  there¬ 
fore  to  the  extent  that  competition  comes  in,  that  reason  would 
prevail  more  largely  as  to  the  through  traffic  than  as  to  the 
local?  A.  We  do  not  have  the  same  control  over  western 
rates  as  we  do  over  our  own. 

n  Q.  You  are  not  answering  my  question  ;  perhaps  you  do  not 
understand  it ;  you  say  the  reason  why  you  do  not  think  you 
could  do  the  local  business  on  the  same  principle  that  you  do 
the  through,  is  because  you  have  got  a  competition  on  the 
local;  now,  I  ask  you  whether  you  have  not  more  competition 
as  to  the  through  than  you  have  as  to  the  local  ;  whether  you 
have  not  as  to  the  through  all  the  competition  that  you  have 
as  to  the  local,  plus  the  railways  that  run  to  the  through 
points  ?  A.  The  competition  is  very  much  more  extensive  on 
the  through,  of  course. 

Q.  Therefore  the  reason  cannot  be  the  one  you  have  named, 
that  you  have  competition  as  to  your  local  ?  A.  Yes,  I  still 
think  so. 

Q.  Is  there  any  other  reason  that  you  think  of  ?  A.  If  you 
go  back  a  little,  I.  think  we  would  not  have  carried  Crouse’s 
i  business  at  all,  except  for  that  reason. 

Q.  There  are  some  points,  are  there  not,  on  your  road  where 
you  have  no  competition  at  all  ?  A.  Oh,  yes  ;  a  few. 

Q.  Then,  if  you  give  any  special  rates  at  those  points  differ¬ 
ing  from  a  tariff  rate,  the  reason  of  competition  would  not 
apply  ?  A.  Not  from  that  point. 

Q.  Upon  what  basis  or  reason  do  you  consider  it  good  rail¬ 
way  economy  to  make  special  rates  as  to  such  points  as  com¬ 
pared  with  the  through  ?  A.  In  those  cases  I  think  you  will 
find  that  it  simply  includes  a  territory  on  our  line,  and  a  man 
operating  all  along  our  line  at  different  points  would  cover, 
in  liis  transactions,  points  that  were  non-competitive,  and  we 
make  perhaps  a  general  rate  with  him,  even  going  past  a  non¬ 
competing  point  to  reach  a  competing  one. 

Q.  If  there  are  cases  to  which  that  does  not  apply,  what 
principle  would  govern  them  ?  A.  What  is  that? 

Q.  If,  for  instance,  the  Committee  have  before  them  now 
cases  where  that  territorial  district  principle  does  not  apply,  on 
what  principle  then  do  you  make  special  rates  to  such  a  place? 
A.  I  cannot  say,  unless  it  is  that  we  can  put  a  man  operating 
from  that  point  pretty  nearly  on  a  level  with  his  competitor 
who  is  operating  from  other  points ;  that  would  be  my  judg¬ 
ment  ;  I  have  not  had  the  management  of  it. 

Q.  You  do  not  enter  into  any  inquir}^  about  that  question? 
A.  Not  unless  something  unusual  arises. 

Q.  Not  unless  somebody  comes  to  you  and  asks  for  a  special 
rate  ?  A.  Yes. 

Q.  Then  you  determine  what  it  shall  be  ?  A.  I  usually  turn 
them  over  to  Mr.  Goodman.” 
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Now,  we  come  again  to  our  friend  Goodman,  who  after  all 
said  and  done  is  the  man  who  makes  the  special  rates  under 
general  directions  to  use  his  discretion,  and  he  can  tell  us  if 
there  is  any  theory  about  it  at  all,  and  what  it  is.  Now  let  me 
read  to  you  from  his  testimony  (pages  121,  122  and  123)  : 

“  Q.  Now,  is  it  not  the  fact  that  you  really  make  the  change 
in  each  particular  case,  naming  the  rate,  and  that  your  change 
is  simply  subject  to  a  veto  on  the  part  of  the  General  Freight 
Agent  and  Manager?  A.  That  is  true  to  a  certain  extent. 

Q.  Then  you  have  a  discretion  ?  A.  I  have,  to  a  great 
extent. 

£  Q.  It  is  left  with  you  ?  A.  Not  altogether,  because  I  have 
got  to  obtain  permission  from  the  General  Freight  Agent. 

Q.  As  a  matter  of  fact  do  you  ask  permission  in  every  com¬ 
mon  case  from  the  General  Freight  Agent?  A.  I  do  in 
almost  all  cases. 

Q.  Before  you  make  the  change  ?  A.  Yes,  sir ;  I  suggest 
the  propriety  of  making  it,  when  he  is  present ;  when  he  is 
absent  I  have  to  do  it  myself. 

Q.  How  often  is  he  present  as  compared  with  his  absence  ? 
A.  He  is  there  a  great  deal. 

Q.  That  is  not  very  definite  ?  A.  He  is  there  most  of  the 
time. 

Q.  Isn’t  his  time  mainly  occupied  with  the  fixing  of  the 
through  rates  and  general  management  ?  A.  To  a  great  ex¬ 
tent  ;  yes,  sir. 

Q.  And  the  local  traffic  of  the  New  York  Central  &  Hudson 
Hiver  Bailroad  is  to  a  considerable  extent  in  your  own  hands  ? 
A.  Yes  ;  to  a  certain  extent. 

Q.  Do  you  make  a  difference  in  the  local  traffic,  as  between 
summer  and  winter  rates?  A.  Do  you  mean  from  places 
between  Utica  and  Syracuse,  and  such  points  ? 

Q.  Yes.  A.  We  do,  but  not  as  a  rule  ;  they  are  exceptions. 

Q.  How  often  do  such  exceptions  arise  ;  do  they  swallow  up 
the  rule  ?  A.  It  depends  upon  circumstances  altogether. 

Q.  What  kind  of  circumstances  ?  A.  If  a  gentlemen  comes 
with  a  lot  of  stone  to  go  to  Syracuse,  and  stone  is  worth  in 
Syracuse  $12  a  car,  I  can’t  charge  him  $12  to  carry  it  there  ; 
I  have  got  to  carry  it  for  less  if  necessary. 

Q.  Therefore  the  rate  of  tariff  that  you  fix  is  dependent 
upon  what  the  goods  sell  for — what  they  will  bear?  A.  To  a 
certain  extent. 

Q.  It  depends  also  upon  the  question  of  whether  there 
Is  another  railroad  between  those  points  willing  to  carry  it 
for  a  little  lower  rate  ?  A.  That  question  is  considered  at. 
times. 

Q.  How  often  is  that  question  considered  ?  A.  Very  seldom. 

Q.  Then  the  question  of  the  competition  of  another  railway 
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does  not  enter  into  your  computation  at  all  ?  A.  Not  partic¬ 
ularly  as  to  the  local  business,  the  business  that  you  refer  to 
now  ;  we  have  no  competition  between  Utica  and  Syracuse  ; 
we  have  none  between  Syracuse  and  Auburn ;  yes,  we  have, 
but  slight. 

i  Q.  Havn’t  you  a  competition  as  between  those  points  with 
the  canal  ?  A.  There  is  no  canal  at  Auburn. 

Q.  Then,  to  those  points  where  you  have  no  competition, 
you  have  no  fixed  published  schedule  rates?  A.  No,  sir. 

Q.  And  you  have  no  rates  as  between  towns  on  such  points? 
A.  We  have  a  manuscript  tariff. 

Q.  How  long  would  it  take  yon  to  fetch  us  that  ?  A.  I  have 
not  got  it  at  all ;  I  furnished  the  sheets  to  our  agents  ;  each 
agent  has  the  sheet. 

Q.  Then  have  you  no  means  of  knowing  what  that  tariff 
is  ?  A.  I  remember  it  pretty  well. 

Q.  How  long  is  that  manuscript  tariff  in  operation?  A.  It 
has  been  in  existence  ten  or  eleven  years. 

Q.  Is  it  not  fifteen  years  without  change  ?  A.  No,  sir  ;  it 
has  been  changed  several  times  since. 
y  Q.  How  often  in  fifteen  years?  A.  Four  or  five  times 
any  way  ;  not  the  entire  tariff,  but  there  have  been  changes 
made. 

Q.  You  mean  there  have  been  modifications?  A.  Yes,  sir. 

Q.  But  substantially,  is  not  the  tariff  of  fifteen  years  ago,  as 
to  these  local  points,  the  tariff  now  ?  A.  It  is  the  tariff,  but  is 
not  used  to  a  great  extent. 

Q.  Why  do  you  call  it  the  tariff?  A.  If  a  man  wants  to 
ship  a  box  of  goods  from  Utica  to  Syracuse,  we  can  tell  him 
what  the  price  is — ten  cents,  according  to  the  tariff ;  he  can 
pay  that. 

Q.  If  he  wants  to  ship  more  than  a  box  ?  A.  If  he  wants 
to  ship  five  car  loads,  and  the  sale  depends  on  the  price 
charged,  we  will  make  him  a  tariff. 

Q.  So,  that  whether  you  choose  to  fix  a  tariff  or  not 
depends,  again,  upon  your  volition?  A.  To  a  certain  ex¬ 
tent. 

Q.  To  what  extent ;  when  you  say  to  a  certain  extent,  do  you 
mean  subject  to  the  regulations  of  the  road  ?  A.  The  regula¬ 
tions  of  the  road  and  the  consent  of  General  Freight  Agent. 

Q.  Subject  to  your  superiors.  A.  Yes,  sir.” 


You  will  remember  that  Mr.  Goodman  positively  denied 
that  he  made  any  special  rates.  On  page  124  he  answers 
thus  : 

“  Q.  So  that  in  each  particular  instance  a  special  rate  is 
named  ?  A.  Yes,  sir. 
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Q.  There  is  do  tariff  of  charges  of  connecting  roads  with 
yours,  then  ?  A.  No,  sir. 

Q.  Have  you  copies  of  special  contracts,  or  the  special  con¬ 
tracts  that  you  have  made,  and  which  are  in  force,  which  you 
have  made  within  one  year  last  past  ?  A.  I  have  no  con¬ 
tracts. 

Q.  Yon  have  made  no  contracts?  A.  No,  sir. 

Q.  Within  the  year?  A.  No,  sir. 

Q.  Have  you  a  book  or  books  which  contain  records  of  such 
special  contracts  ?  A.  I  have  not  made  any;  I  don’t  keep  any 
record. 

Q.  Have  you  any  book  or  books  which  contain  rebates  or 
drawbacks  from  schedule  rates?  A.  I  have  never  made  a 
drawback  or  a  rebate  in  my  life,  at  any  time,  under  any  circum¬ 
stance. 

Q.  You  have  not  any  such  book,  you  say  ?  A.  No,  sir. 

Q.  Have  you  the  circulars  that  you  have  issued  in  relation 
to  freights  during  the  last  two  years  ?  A.  I  have  no  circulars. 

Q.  Didn’t  you  issue  some  ?  A.  Yes ;  but  none  relating  to 
freight  charges  or  freight  tariffs  ;  I  have  issued  circulars  at 
times  for  the  government  of  agents.” 

On  the  same  day  in  the  afternoon  he  admits  having  made 
special  rates,  in  the  following  words  : 

“  Q.  In  what  book  are  your  special  rates  entered  ?  A.  We 
have  a  great  number  of  books — eight  or  ten  books. 

Q.  In  which  your  special  rates  are  entered  ?  A.  Yes,  sir. 

Q.  Now,  these  special  rates  are  to  all  points  on  your  road, 
are  they  ?  A.  There  are  to  different  points  ;  yes,  sir. 

Q.  What  points  are  there  on  your  road  to  wdiich  special 
rates  are  made ;  I  am  speaking  now  locally  ?  A.  You  mean 
from  New  York  ? 

Q.  From  New  York  ?  A.  Sometimes  make  special  rates  to 
Albany. 

Q.  What  other  points?  A.  Sometimes  to  Utica. 

Q.  How  often  to  Utica  ?  A.  I  cannot  tell  you  how  often; 
wdien  application  is  made. 

Q.  What  other  points  ?  A.  Syracuse. 

.  Q.  What  other  points  ?  A.  Lockport. 

Q.  Little  Falls  ?  A.  Little  Falls. 

Q.  Canandaigua?  A.  Canandaigua?  Sometimes. 

Q.  Schenectady  ?  A.  Yes,  sir. 

Q.  Rome  ?  A.  Yes,  sir. 

Q.  Oneida?  A.  Yes,  sir. 

Q.  Auburn?  A.  Yes,  sir. 

Q.  Skaneateles?  A.  Yes,  sir. 

Q.  Then  do  you  make  special  rates  between  here  and  Al¬ 
bany  ?  A.  Yes,  sir. 
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Q.  What  points?  A.  Poughkeepsie. 

Q.  What  others?  A.  Hudson. 

Q.  Wliat  others  ?  A.  These  are  all  I  can  call  to  mind  now. 
By  the  Chairman  : 

Q.  Are  there  any  points  you  do  not  make  [special  rates  to  ? 
A.  No,  sir,  I  don’t  know  of  any.” 

The  true  inwardness  of  special  rates  is  given  on  pages  205, 
206  and  ^23,  by  this  interesting  witness  : 

“  Q.  Upon  the  whole — I  want  your  judgment  as  the  General 
Freight  Agent  of  this  line — the  rates  from  these  interior  points, 
say  Syracuse  or  Amsterdam,  to  the  other  interior  points  lying 
fifty  miles  to  the  east,  and  fifty  miles  to  the  west,  are  as  a 
whole  higher,  are  they  not,  than  the  rate  from  New  York  to 
these  points  ?  A.  They  may  be  higher  in  proportion  to  the 
distance. 

Q.  I  don’t  like  the  form  in  which  you  put  that  answer, 
because  you  know  I  have  called  you  as  the  first  witness, 
because  I  think  you  know  ?  A.  I  have  not  figured  out  the 
distance;  I  presume  they  are  higher. 

Q.  Then  when  you  give  a  special  rate  to  a  merchant  in 
Amsterdam  or  in  Syracuse,  by  virtue  of  which  he  becomes  a 
distributor  of  goods  to  the  east  and  west  of  him,  in  com¬ 
petition  with  the  New  York  merchant,  the  railway  company 
gets  the  benefit  of  that  distribution  by  reason  of  the  higher 
local  rates  from  Syracuse  to  the  points  east  and  to  the  points 
west  on  such  redistribution,  doesn't  it?  A.  Yes,  sir. 

By  Mr.  Baker  : 

Q.  In  fixing  special  rates  to  certain  wholesale  dealers  in 
Syracuse,  Bochester,  or  other  cities  in  the  State,  do  yon  de¬ 
termine  the  amount  with  reference  to  the  fact  that  the  com¬ 
pany  is  likely  to  receive  local  or  other  additional  rates  from 
the  customers  of  the  wholesalers  in  retransporting  such  goods  ? 
A.  We  always  do.” 

A  better  explanation  than  Mr.  Depew’s  for  the  whole  special 
rate  system  as  it  has  grown  up  in  the  State  of  New  York,  is 
that  in  1865  there  was  a  tariff  of  extraordinary  high  war  prices 
for  freights  on  all  the  lines  of  our  railroads.  Instead  of  sub¬ 
jecting  the  local  tariff  to  a  revision  to  keep  pace  downward 
with  the  fa’l  of  prices  that  came  with  the  gradual’  return  to 
a  sounder  currency  and  better  financial  basis,  the  railways  at¬ 
tempted  to  maintain  these  war  rates  as  a  whole,  giving  way 
only  as  individual  pressure  was  brought  to  bear  upon  them 
to  reduce  their  rates. 
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And  when  greater  reductions  in  values  came  after  the  panic 
-of  1873,  the  pressure  became  greater  and  greater,  and  there¬ 
fore  without  theory  and  without  principle  governing  any  par¬ 
ticular  case,  the  whole  tariff  was  honeycombed  as  the  railways 
yielded  to  this  pressure,  until  it  has  become  a  structure  without 
foundation,  without  cohesion,  and  injurious  to  every  interest  of 
society. 

And  whatever  theories  Butter,  Goodman,  Yilas  or  Marcy 
may  have  in  their  heads,  pray  what  control  have  they  over  the 
mental  operations  of  the  freight  agents  of  affiliated  lines  in 
Massachusetts,  Pennsylvania,  Connecticut  and  Ohio,  whom 
these  New  York  freight  agents  a' low  to  make  local  personal 
rates  from  points  beyond  the  jurisdiction  of  these  New  York 
local  traffic  managers  to  points  within  this  State  ? 

And,  notwithstanding  Mr.  Vanderbilt’s  statement  that 
everybody  knew  that  special  rates  could  be  had  for  the  ask¬ 
ing,  and  Mr.  Rutter’s  statement  that  special  rates  were  given 
to  all  deserving  ones,  and  Mr.  Goodman’s  statement  that  it 
needed  but  an  application,  we  have  the  testimony  of  Mr. 
Barry,  of  Barry  &  Elwanger,  of  Rochester,  shippers  by  the  car 
loads,  that  they  were  innocent  enough  to  suppose  that  the 
schedule, charge  for  ten  years — excessive  in  amount — was  an 
unyielding  and  unvarying  one  to  the  inhabitants  of  this  State, 
was  the  rate  at  which  they  could  ship  their  goods  and  none 
other,  and  they  never  dreamed  of  making  application  for  a 
change  of  rates,  because  they  did  not  know  that  the  business 
of  the  railroad  company  could  be  done  or  was  done  on  any 
such  basis.  And,  indeed,  in  no  community  except  this  one, 
misled  as  it  has  been  by  false  theories  upon  this  subject,  by 
legislation  based  on  a  supposed  competition  that  does  not 
exist,  and  a  growth  of  railway  power  out  of  all  proportion  to 
the  development  of  a  corresponding  governmental  power,  re¬ 
sulting  in  the  domination  of  the  corporation  over  the  Com¬ 
monwealth,  could  such  a  condition  of  affairs  have  prevailed. 

It  is  of  course  the  flimsiest  of  all  possible  pretences  that  the 
local  traffic  cannot  be  done  in  any  other  way,  because  as  to 
the  through  traffic,  where  competition  prevails  to  so  much 
larger  an  extent  than  as  to  the  local  traffic,  the  railways  have 
abandoned  special  rates  by  combined  action. 

The  Fink  circular  No.  46,  (Exhibit  No.  1,  August  20th,  1879), 
says  :  “  To  discontinue  hereafter  the  practice  of  contracting 
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for  any  special  or  given  lots,  blocks  or  quantities  of  freight  at 
tariff  rates,  or  at  less  than  tariff  rates,  to  the  seaboard,  on 
home  or  foreign  business,  and  to  give  ten  days’  previous  notice 
of  any  increase  in  the  tariff,”  has  been  adopted  unanimously 
by  the  Joint  Executive  Committee,  in  which  the  following  rail¬ 
road  companies  are  now  represented  :  [Here  follow  the  names 
of  the  twenty-six  leading  railways]. 

“The  practice  of  making  special  contracts  has  heretofore  been 
in  the  way  of  maintaining  the  established  tariffs,  and  of  secur¬ 
ing  equal  rates  to  all  shippers  for  similar  services  performed.” 

“  The  above  action  is  taken  by  the  Joint  Executive  Committee 
in  the  interest  of  the  railroad  companies,  as  well  as  in  the  in¬ 
terest  of  the  shippers,  and  it  is  important  that  the  managers 
of  the  roads  represented  on  the  Committee  should  see  that  the 
agreement  is  strictly  adhered  to  by  all  their  agents  and  agents 
of  connecting  roads.” 

“  Notice  is  hereby  given  to  all  connecting  roads  not  repre¬ 
sented  on  the  Joint  Executive  Committee  that  the  roads 
named  above  will  not  be  parties  to  special  contracts,  and  will 
exact  their  full  proportion  of  tariff  rates.” 

The  railroads  are  wdlling  even  to  risk  numerous  lawsuits 
rather  than  to  continue  a  system  of  special  rates  on  through 
traffic  mischievous  to  them  and  mischievous  to  the  com¬ 
munity,  and  if  there  are  reasons  why  they  should  be  com¬ 
pulsorily  abandoned  as  to  through  traffic,  these  reasons 
are  a  thousandfold  intensified  as  to  local  traffic,  where 
there  is  no  outlook  to  him  who  is  compelled  to  pay  the 
tariff  rate  as  against  a  neighbor’s  special  rate,  but  ruin, 
and  where  the  railway  is  the  absolute  arbiter  of  a  man’s  for¬ 
tune.  Failure  by  the  State  to  perform  its  duty  to  protect 
its  citizens  from  being  unfairly  discriminated  against,  to  pre¬ 
vent  unjust  and  iniquitous  distinctions  between  A  and  B  in 
the  same  locality,  is  a  crime  almost  equivalent  to  a  repeal  of 
a  great  portion  of  the  Criminal  Code  ;  because  if  the  State 
should  remit  the  citizen  to  his  natural  defences  against  the  vio¬ 
lations  of  the  rights  of  property  by  the  highwayman  and  the 
thief,  there  would  be  less  actual  hardship  imposed  and  wrong 
committed.  The  citizen  can  to  some  degree  protect  himself 
against  the  evil-doer  by  violence  with  the  fist  and  the  pistol. 
He  has  no  remedy  but  the  law  against  this  licensed  marauder, 
this  legalized  tax-gatherer,  on  the  highway. 

The  Erie  Raihvay  Company  and  the  Delaware  &  Hudson 
Canal  Company,  the  other  culprits  in  that  particular  that  we 
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have  had  before  us,  though  less  guilty  than  the  New  York  Cen¬ 
tral,  are  still  far  from  innocent,  and  every  charge  that  was 
made  against  the  New  York  Central  is  equally  true  as  to  the 
Erie  and  the  Delaware  &  Hudson  Canal  Company,  only  to  a 
minor  degree,  under  this  count  of  the  indictment.  The 
system  of  the  Erie  was  just  as  bad  as  that  of  the  New  York 
Central’s  before  the  present  administration,  and  in  some 
respects  worse. 

Exhibit  No.  1,  June  21st,  1879,  gives  a  very  thorough  indica¬ 
tion  of  how  this  method  has,  even  under  so-called  reform 
administrations,  been  permitted  to  extend  itself  down  to  the 
present  time. 

There  is  no  word  of  excuse  or  extenuation  legitimately  to  be 
offered  why  a  common  carrier  should  be  permitted  to  discrim¬ 
inate  as  against  particular  localities,  or  individuals  in  the  same 
locality,  except  upon  the  basis  of  additional  cost  for  the  service. 
If  it  is  impossible  for  our  present  generation  of  railway  managers 
to  determine  what  such  cost  of  service  is,  the  State  must  make 
an  arbitrary  rule  for  them,  because  as  a  choice  of  evils  it  is  of 
more  importance  that  our  people  should  not  be  unjustly  dis¬ 
criminated  against  than  that  the  railways  should  earn  large 
profits.  It  is  within  their  power  to  know  wherein  the  difference 
between  carrying  a  single  package  or  a  car  load  lies,  and  if 
they  do  not  take  the  trouble  either  to  give  to  the  State  the  in¬ 
formation  or  to  find  it  out  for  themselves,  they  should  be  com¬ 
pelled  to  take  the  consequences  incident  to  such  ignorance,  that 
the  State  will  guess  at  a  rate  for  them. 

The  ignorance  displayed  upon  the  witness  stand  by  our 
railway  officials  should  not  be  permitted  to  stand  in  the  way 
of  proper  legislation,  and  it  is  proper  legislation  to  fix  the  unit 
of  a  car  load  as  the  limitation  of  the  wholesale  charge,  and  to 
charge  but  so  much  more  for  the  package  or  packages  less  than 
a  car  load  as  it  costs  more  to  handle  the  smaller  quantity  than 
this  unit,  plus  a  reasonable  profit. 

There  is  no  safety  to  the  community,  except  in  the  com¬ 
pulsory  division  of  the  railway  charge  into  one  item  for  the 
haul,  and  another  charge  for  the  terminals,  with  a  reasonable 
profit  added  thereto.  If  the  railway  managers  refuse  to  tell  us 
the  ascertainable  expense  to  them  of  such  car  load  shipments 
they  must  take  the  law  as  the  punishment  for  such  ignorance 
if,  in  the  first  instance,  it  is  unjust  to  them,  it  can  readily  be 
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rectified  by  some  little  study  on  their  part  to  show  wherein 
the  law  should  be  corrected.  In  other  words,  it  will  throw  the 
burden  upon  the  railway  corporation  officials  to  study  a  subject 
■which  we,  forsooth,  taking  into  consideration  the  high  tone 
which  those  practical  men  adopted  towards  theorists,  had  a 
right  to  suppose  they  at  least  were  fully  instructed  upon. 

The  ignorance  on  the  part  of  the  railway  managers  of  the 
•cost  to  them  of  the  service  they  render,  is  one  of  the  best  ear¬ 
marks  of  the  monopoly  or  taxing  character  of  railway  charges. 
It  is  strange  that  any  shrewd  men  should  ever  be  engaged  in 
a  business  wdiieh  is  done  without  regard  to  cost,  in  which  the 
return  is  a  mere  matter  of  accident,  and  has  no  relation  what¬ 
ever  to  the  capital  invested.  I  must  confess  that  the  only 
other  occupation — for  business  it  cannot  be  called — that  I  know 
of,  which  is  done  without  regard  to  the  capital  invested,  is  that 
of  the  highwayman.  Dick  Turpin  buys  or  steals  a  horse,  in¬ 
vests  in  a  pair  of  pistols,  and  the  booty  he  may  conquer  upon 
The  highway  bears  no  relation  whatever  to  the  cost  of  his 
equipment.  From  one  poor  fellow  he  captures  five  dollars,  and 
irom  a  great  mail  coach  he  may  capture  five  hundred  thousand 
dollars.  The  return  bears  no  relation  to  the  capital  invested 
in  the  enterprise  in  which  he  is  engaged.  One  of  the  charac¬ 
teristics  of  legitimate,  as  contradistinguished  from  illegitimate 
business,  is  that  the  profits  of  legitimate  business  constantly 
oscillate  around  the  cost  of  production  ;  that  in  all  the  illegiti¬ 
mate  businesses — be  it  slave  trading,  stealing,  receiving  stolen 
goods,  or  what  not — the  cost  of  doing  the  business  bears  no 
relation  to  the  profits  that  are  made  therein. 

This  brings  us  to  the  very  important  element  of  distance 
charges.  The  railway  corporation  imagined  that  by  arguing 
down  a  strictly  pro  rata  freight  bill,  that  they  have  fully  an¬ 
swered  the  justice  of  the  position  represented  in  the  demand 
that  the  advantage  of  proximity  to  a  market  shall  not  be  over¬ 
come  by  artificial  rates  of  freight.  What  they  have  done,  is  to 
show  the  ditficulty  of  being  just  to  the  carrier  and  the  com¬ 
munity  at  one  and  the  same  time  ;  that  the  element  of  terminal 
charges  enters  so  largely  in  the  freight  service  that  strictly 
distance  pro  rata  bills  leave  them  out  of  sight,  as  well  as  some 
lew  minor  elements,  such  as  regularity  of  the  shipments  and 
the  haul  of  empty  cars  from  and  to  certain  points,  and  that 
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upon  the  proper  consideration  of  these  elements  the  profit  to 
the  carrier  somewhat  depends. 

There  are  many  points  where  the  interest  of  the  carrier  and 
the  public  conflict,  and  simply  to  show  that  the  interest  of 
the  carrier  is  not  precisely  the  same  as  that  of  the  public  is 
no  answer  to  the  public  demand  for  just  rates.  The  public 
may,  and  frequently  does,  waive  the  justice  of  its  demands  so 
that  the  carrier  may  live,  and  in  this  instance  something  must 
and  should  be  done  by  the  public  to  mitigate  the  rigor  of  the 
application  of  a  strictly  pro  rata  law7  for  the  purpose  of  meet¬ 
ing  the  interests  of  the  carrier.  I  am  prepared  to  admit  that 
a  strictly  logical  position  should  not  be  insisted  upon  by  the 
community. 

The  right  of  a  man  twrenty  miles  from  a  market  to  bring  his 
product  to  market  over  a  highway,  over  a  public  road,  at  a  less 
rate  of  toll  than  he  who  is  thirty  miles  aw oy  is  one  of  those 
normal  common  sense  view7s  which  no  amount  of  argumenta¬ 
tion  will  beat  out  of  the  heads  of  our  farmers  and  of  our  plain 
men  of  sense. 

If  he  is  told  that  it  may  cost  as  much,  and  sometimes  a 
little  more,  to  serve  him  for  his  twenty  miles  as  it  does  another, 
distanced  a  hundred  miles  ;  that  a  car  must  be  put  upon  a  sid¬ 
ing,  that  he  uses  it  to  some  degree  as  a  storehouse,  that  at 
the  terminus  the  facilities  for  discharging  the  carload  and 
for  reloading  the  car  overcome  the  mere  mileage,  his  answer  is 
that  the  railway  gets  the  benefit  of  that  additional  terminal 
facility  arising  from  a  larger  demand  for  its  services  in 
the  larger  population,  and  that  at  most  he  should  not  be 
required  to  pay  in  an  additional  freight  rate  more  than  re¬ 
presents  the  terminal  advantages  of  a  more  distant  point ;  that 
he  suffers  enough  disadvantage  in  not  having  a  crowded  pop¬ 
ulation  around  him  and  a  railway  has  advantage  enough  in 
having  the  crowded  centres  of  population  at  many  points  along 
its  line,  and  that  he  will  in  no  event  suffer  himself  to  be  placed 
at  a  greater  disadvantage  as  compared  with  the  more  distant 
place  than  the  additional  cost  of  handling  his  commodity  war¬ 
rants  ;  and  there  is  no  statement  that  has  been  made  before 
this  Committee  that  invalidates  that  position.  There  are 
statements  that  modify  it ;  there  are  statements  showing  that- 
looking  at  the  question  from  a  larger  point  of  view  wre  should 
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not  a  I'outrance  insist  upon  it,  but  there  is  nothing  that  makes 
the  demand  either  a  communistic  or  a  ridiculously  unfair  one. 

And  indeed,  strangely  enough,  the  practice  of  the  railways 
as  against  the  City  of  New  York  fortifies  and  strengthens  the 
position  taken  by  this  farmer.  Whenever  their  interests,  or 
the  purposes  of  their  combinations  make  it  necessary  for  them 
to  talk  of  distance  they  are  more  ultra  pro  rata  freightists 
than  any  member  of  the  granges  of  the  interior  of  the  State 
of  New  York. 

See  how  glibly  they  talk  of  distance  from  Cincinnati  to  New 
York  as  compared  with  Baltimore  as  a  reason  for  the  excessive 
charges  to  which  New  York  is  subjected.  Remember  how 
cavalierly  everj^  one  of  the  railway  officials  and  counsel  whom 
we  have  had  before  us  disposed  of  New  York’s  claim  for  equal 
rates  with  other  cities,  notwithstanding  greater  distance 
from  certain  points,  by  reason  of  the  larger  quantity  of  ship¬ 
ments  made  to  New  York,  by  reason  of  the  railways  getting 
sure  return  freights  from  New  York  west  bound  ;  of  having  a 
smaller  percentage  of  empty  cars  going  from  New  York  ;  of  being 
able  to  compute  their  round  trip  earnings  both  ways  upon 
the  cars,  and  how  they  still  insist  and  ever  insist  upon  the 
fifty  miles  farther  distance  from  Chicago  to  NewT  York  com¬ 
pared  with  Philadelphia,  and  150  miles  greater  distance  com¬ 
pared  with  Baltimore,  and  that  that  justifies — notwithstanding 
the  fact  that  New  York  gives  to  its  railways  a  large  western 
traffic  which  the  other  cities  do  not,  and  has  a, traffic  westward 
and  eastward  four  times  that  of  any  other  city — that  that 
justifies  the  discrimination  of  two  to  six  cents  a  hundred 
against  New  York. 

Therefore  they  cannot  complain — these  very  trunk  lines  that- 
have  consented  to  put  New  York  at  a  disadvantage  compared 
with  other  cities — if  their  pro  rata  villainy,  if  so  it  be,  that 
they  teach  by  their  example  is  turned  upon  them  by  the  in 
habitant  of  an  agricultural  district  of  the  State  of  New  York,  who 
says,  “  If  you  place  our  great  commercial  city  at  a  disadvantage, 
compared  with  her  neighboring  cities,  upon  the  sole  ground  of 
additional  distance  of  150  miles  or  50  miles  on  a  thousand 
miles,  notwithstanding  her  larger  traffic,  you  must  give  to  me 
the  advantage  of  a  proximity  to  a  market,  all  your  arguments 
based  upon  larger  centres  of  trade  and  larger  population  and 
return  freights,  to  the  contrary  notwithstanding,  because  you 
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do  not  live  up  to  the  principles  which  you  insist  invalidates  my 
claim  for  pro  rata  freight  charges  whenever  it  suits  your  pur¬ 
poses  to  disregard  them.  Your  charges  are  based  in  all  your 
combinations  with  other  railways  on  a  pro  rata  distance,  and 
you  abandon  it  as  to  me,  not  because  you  do  not  believe  in  it 
or  because  it  is  not  just,  but  because  it  does  not  suit  your 
convenience  in  my  case  to  give  me  the  benefit  of  prox¬ 
imity,  and  because  I  am  at  your  mercy.” 

Hear  Mr.  Rutter  upon  this  point. 

Page  329  : 

“  Witness — The  distance  by  our  line  to  Cincinnati  is  884 
miles,  and  to  Chicago  963  by  one  route  and  by  another  984. 

Q.  How  do  your  rates  on  eastward  bound  freight,  from  St. 
Louis,  compare  with  your  rates  from  Chicago  ?  A.  They  are 
higher  from  St.  Louis. 

Q.  How  much  higher?  A.  Sixteen  per  cent,  higher. 

Q.  How  much  were  they  higher;  since  when  have  they  been 
sixteen  per  cent  ?  A.  About  three  years,  I  think  ;  three  or 
four  years ;  I  don’t  remember  the  exact  date. 

Q.  That  is,  barring  cut  rates  or  special  contracts  ?  A.  If  a 
special  contract  was  made,  I  think  the  same  relative  difference 
would  be  maintained  as  a  rule. 

Q.  Is  that  the  distance  difference  ?  A.  Yes. 

Q.  Calculated  therefor  on  mileage  ?  A.  Yes. 

Q.  All  your  rates  for  these  points  west  of  New  York  are  cal¬ 
culated  on  mileage  rates,  are  they  not?  A.  Yes.” 

Discrimination  against  New  Ytork  City. 

The  treatment  that  the  City  of  New  York  receives  at  the 
hands  of  the  railway  corporations  is  of  so  peculiar  a  character 
and  requires  so  much  elucidation  to  understand  it  that  it  must 
be  treated  in  this  connection  as  a  separate  branch  of  the  sub¬ 
ject. 

We  are  told  by  the  railways  whenever  a  local  charge  is  in 
•question,  that  terminal  expenses  form  so  important  a  factor, 
and  that  the  bulk  of  traffic  is  of  so  much  consequence  in  the 
•estimate  of  a  railway  haul,  that  mere  mileage,  unless  the  mile¬ 
age  be  very  great,  sinks  into  comparative  insignificance  com¬ 
pared  with  these  two  elements,  and  that  for  that  reason  the 
claim  made  by  the  local  shippers  within  the  State  that  they 
shall  be  charged  no  more  than  is  charged  to  great  terminal 
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points  beyond  the  borders  of  the  State,  for  the  conveyance 
of  their  freight,  is  based  upon  a  manifest  and  palpable  error. 

If  that  be  true,  the  treatment  that  New  York  City  receives 
at  the  hands  of  the  railway  companies  is  an  anomaly  utterly 
inexplicable  by  any  of  the  theories  which  railway  people  are 
willing  to  advance. 

Mr.  Fink  in  his  testimony  (p.  567),  says : 

“  Q.  The  mileage,  therefore,  in  long  distances  don’t  deter¬ 
mine  the  rate  ?  A.  The  distances  have  very  little  to  do  with 
the  rates ;  only  as  a  general  principle  whevever  it  can  be  ap¬ 
plied  ;  but  in  most  instances  distances  have  to  be  disregarded, 
because  there  are  other  elements  which  determine  the  rates 
— the  elements  of  competition 

Q,  The  longer  the  haul  the  less  the  element  of  distance 
•comes  in ;  isn’t  that  true  as  to  through  points  ?  A.  As  a 
:general  rule  the  distance  disappears  more  and  more.” 

And  Mr.  Channte,  in  his  essay  on  “  The  Elements  of  Cost  of 
Eailroad  Freight  Fraffic,”  Exhibit  No.  5,  October  13,  1879,  on 
page  2,598  of  these  proceedings,  says  : 

“Even  the  claim,  much  better  founded,  that  a  higher  rate 
shall  not  be  charged  for  an  intermediate  than  for  a  through 
distance,  may  be  unjust  in  practice ;  the  extra  handling 
required,  the  furnishing  of  empty  cars,  or  the  time  lost  by 
demurrage,  may  make  the  cost  greater  for  the  short  than  for 
Ihe  long  distance.” 

I  admit  the  justice  of  Mr.  Chanute's  position  and  the  sound¬ 
ness  of  Mr.  Fink’s  conclusions,  and  we  therefore  must  look 
for  other  causes  than  any  that  the  railways  are  willing  to 
confess  to,  why  New  York  is  treated  in  this  stei3-motherly  way 
by  the  corporations  which  it  has  chartered.  One  of  the  causes 
of  this  treatment  has  already  been  referred  to  in  the  danger  to 
a  railway  of  driving  its  rival  into  bankruptcy  ;  and  the  other 
•cause  of  the  discrimination  against  us  is  really  the  same 
which  underlies  the  difference  between  first  and  fourth  class 
freight — what  the  first  class  will  bear.  New  York  is  treated 
mpon  the  basis  of  what  she  will  bear. 

New  York  City  is  still  the  great  metropolis,  because  of  the 
great  start  she  had  in  the  race  for  commerce,  and  because 
whatever  the  railway  rates  may  be,  for  eight  months  in  the 
year  New  YTork  is  the  terminus  of  the  commerce  of  the.  lakes 
which  comes  by  canal,  and  thus  vast  treasures  are  poured  into 
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her  lap,  a  percentage  upon  which  makes  up  a  considerable^ 
part  of  the  wealth  of  New  York.  A  discrimination  which, 
would  destroy  other  cities  and  other  places  is  bearable  by  New 
York,  and  that  while  in  a  general  sense  the  interests  of  the  rail¬ 
ways  which  centre  in  New  York  City  are  identical  with  the  in¬ 
terests  of  the  City  as  a  whole,  there  is  nevertheless  an  antag¬ 
onism  between  the  City  and  the  railway  as  to  how  the  profits- 
or  the  prosperity  which  is  common  to  both  shall  be  divided 
between  them. 

The  New  York  Central  Road  carries  to  Boston,  for  pur¬ 
poses  of  export,  as  cheaply  as  it  does  to  New  York ;  it 
carries  from  Boston  as  cheaply  as  it  does  from  New  York ;  and 
although  it  is  insisted  that  New  York  should  pay  heavier 
charges,  because  of  the  additional  distance,  Boston  pays,  com¬ 
paratively  speaking,  lighter  charges  because  of  the  still  greater 
distance ;  and  the  answers  which  we  have  had  of  the  reason 
for  this  condition  of  affairs  is  one  which  will  not  be^r  scrutiny.. 
From  the  New  York  Central,  it  was  “because  it  is  so;”  and 
from  the  Erie  it  is  because  the  New  York  Central  fixes  it  so,  and 
that  it  must  follow  in  the  wake  of  the  New  York  Central  Rail¬ 
way. 

And  the  general  reason  offered  by  Mr.  Yanderbilt’s  letter 
to  the  Chamber  of  Commerce,  and  by  his  testimony  of  the 
discrimination  against  New  York  of  an  additional  charge  o£ 
from  two  to  six  cents  a  hundred  from  Chicago  as  compared 
with  Philadelphia  and  Baltimore,  is  that  there  is  an  advantage 
of  a  corresponding  amount  iu  favor  of  New  York  in  ocean 
freights  to  Liverpool  as  compared  with  her  sister  cities. 

We  have  shown,  I  believe,  conclusively  that  the  differences^ 
which  are  claimed  to  exist  between  the  respective  ports  rela¬ 
tive  to  Liverpool  do  not,  in  fact,  exist,  and,  .even  if  they  did, 
by  what  right  do  our  railways  conspire  to  wdpe  out  and  de¬ 
stroy  the  natural  advantages  of  our  great  city  and  place  us  up¬ 
on  a  level  with  Boston,  Baltimore  and  Philadelphia.  The 
evidence  on  this  point  is  conclusive. 

Mr.  Walker,  the  Statistician  of  the  New  York  Produce  Ex¬ 
change,  in  his  testimony  at  page  548,  says  : 

“  Q.  And  Boston  and  Philadelphia  have  the  advantage, 
have  they  not,  over  New  York  about  the  same  ocean  rates  ? 
A.  The  ocean  rates  from  Baltimore,  I  think,  taking  the  aver- 
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nge  through  the  year,  are  a  little  higher — not  very  much — than 
the  average  from  New  York  :  I  gave  the  average  in  here. 

Q  Isn’t  it  any  larger  for  grain  in  bulk  in  sailing  vessels  ?  A. 
I  think  there  is  a  smaller  percentage,  smaller  average,  from 
Baltimore  than  from  New  York. 

Q.  Does  it  represent  anything  like  the  difference  in  the 
freight  charges  by  rail?  A.  Nothing  like  the  difference; 
sometimes  the  rates  are  the  same  and  sometimes  there  will  be 
instances  of  days  when  it  will  be  less  ;  of  course  competi¬ 
tion  regulates  that. 

Q.  You  speak  of  ocean  rates  ?  A.  Yes,  sir. 

Q.  Sometimes  they  are  the  same  and  sometimes  they  may 
"be  less  ?  A.  Of  course,  it  may  be  for  a  day,  as  all  these 
prices  and  rates  for  freight  that  go  on  lakes  and  canals  are 
changing  every  day. 

Q.  Are  the  ocean  rates  from  Philadelphia  the  same  ?  A. 
They  are  about  the  same  from  Philadelphia  as  from  New 
York.” 

William  Volclens,  page  664,  testifies  : 

“  Q.  How  are  the  rates  from  Philadelphia  to  European  ports, 
grain  rates,  compared  with  New  York?  A.  They  are  gener¬ 
ally  the  same  as  from  New  York  ;  there  are  instances,  espe¬ 
cially  in  the  winter  time,  when  there  is  ice  in  the  Delaware, 
when  of  course  they  are  much  higher,  but  as  a  general  rule  they 
are  the  same  as  from  New  York. 

Q.  How  are  the  rates  from  Baltimore  to  European  ports  ?  A. 
Grain  freights  from  Baltimore  to  European  ports  are  generally 
three  pence  to  six-pence  higher ;  I  have  known  instances  of 
nine-pence  to  a  shilling  higher  than  from  New  York,  but  now 
in  the  summer  time,  when  the  canal  brings  so  much  more  stuff 
to  New  York,  the  rates  are  about  the  same  as  from  Baltimore. 

Q.  In  the  summer  the  rates  from  Baltimore  are  about  the 
same  as  from  New  York?  A.  Not  always,  but  sometimes, 
frequently  in  the  height  of  summer,” 

And  now  let  me  finally7  refer  to  and  read  again  the  London 
ship  brokers’  certificates,  page  7539  of  testimony,  given  but  a 
year  ago.  Messrs.  Clarkson,  Pembroke,  Angier  Brothers  and 
D.  M.McHarris,  the  leading  ship  brokers  in  London,  under  date 
of  August  14th,  1878,  certify  that  owners  of  steamers  carrying  full 
cargoes  of  grain  from  the  LTnited  States  to  Europe  give  the 
preference  at  the  same  rate  of  freight  to  Baltimore  and  Phila¬ 
delphia  as  against  New  York,  and  also  the  additional  certifi¬ 
cate,  as  follows  : 

cc  London,  14th  of  August,  1878. 

We,  the  undersigned  shipbrokers,  certify  that  the  great  ma¬ 
jority  of  charters  made  in  London  for  sailing  vessels  carrying 
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grain  from  the  United  States  to  Europe  give  charterers  the- 
option  of  sending  the  vessel  either  to  New  York,  Philadelphia 
or  Baltimore  on  the  same  terms. 

Galbraith  Pembroke, 

H.  Clarkson  &  Co. 

The  railway  managers  imagine  that  the  position  that  we  have 
taken  that  such  a  discrimination  is  unjust  and  violates  that  prin¬ 
ciple  of  railway  polity  which  enables  them  to  charge  less  for 
longer  distances  than  for  the  shorter  ones,  because  of  the 
greater  facilities  afforded  at  the  terminal  points,  and  the 
enormous  bulk  of  the  return  traffic,  is  answered  when  they  say 
that  notwithstanding  the  discrimination  New  York  City  still 
holds  the  bulk  of  the  traffic. 

The  testimony  taken  before  this  Committee  shows  that  it 
does  hold  the  bulk  of  the  business,  not  because  of  the  dis¬ 
criminations,  but  despite  it.  During  eight  months  of  the  year 
New  York  carries  on  its  business  without  much  reference  to  the- 
railway  and  independent  of  it.  Its  great  water-way,  the  Erie 
Canal,  now  maintains  the  commerce  of  New  York,  which  it  in 
former  years  created.  Wipe  out  the  canal  from  the  map  of  New 
York,  and  if  the  railways  persist  in  continuing  the  discrimina¬ 
tion  of  from  two  to  six  cents  a  hundred,  that  would  wipe  out  the 
commerce  of  New  York  as  effectually  as  though  a  bed  of  rock 
were  by  one  of  nature’s  convulsions  to  block  up  our  channels 
to  the  sea. 

The  railway  officials  tell  you  that  the  discrimination  was 
greater  in  former  years  than  it  is  now.  And  Mr.  Blanchard 
stated  that  when  he  first  became  acquainted  with  freight  mat¬ 
ters  there  was  a  larger  difference  between  New  York  and  Bal¬ 
timore  freights  than  there  exists  now. 

That  discrimination,  greater  than  the  present  one,  did  not 
make  so  material  a  difference  in  commercial  operations  as  it  does 
now,  nor  resulted  in  so  great .  an  ultimate  diversion  of  traffic 
as  will  result  from  the  one  which  has  now  been  fixed  upon  be¬ 
tween  the  railways* 

To  this  branch  of  the  subject  I  ask  your  most  earnest  at¬ 
tention. 

There  are  two  reasons  to  explain  this  phenomenon.  The  first, 
already  referred  to  is  that  the  commerce  of  the  State  and  City  of 
New  York  is  maintained  during  eight  months  of  the  year  by  the 
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Erie  Canal ;  that  all  combinations  that  the  railways  can  make 
cannot  interfere  with  the  benefits  conferred  by  this  great  water¬ 
way  planned  by  our  wisest  statesmen,  and  intrenched  by  a  con¬ 
stitutional  provision  from  being  used  for  private  ends  and  for 
jarivate  purposes  by  being  made  the  property  of  the  State  for¬ 
ever.  The  second  reason  is,  that  when  we  were  great  importers 
of  foreign  merchandise,  and  before  we  became  the  manufactur¬ 
ing  nation  that  eighteen  years  of  a  protective  tariff  have  brought 
about,  the  valuable  imported  freight  came  to  New  York  as  a  dis¬ 
tributing  point.  Steamer  after  steamer  came  to  this  port  to  dis¬ 
charge  her  cargo  of  silks,  and  woolens  and  manufactured  cotton 
goods,  all  first-class  freight,  on  which  enough  was  earned  on  the 
round  trip  even  if  the  ship  had  to  go  out  in  ballast.  If  she  ob¬ 
tained  a  return  cargo  at  any  paying  price  it  was  so  much  ad¬ 
ditional  profit,  which  was  treated  by  vessel  owners  very 
much  as  railways  are  disposed  to  treat  what  they  call  “  new 
traffic.’’  Therefore,  as  ships  necessarily  came  to  New  York  to 
discharge  their  outward  cargoes,  they  loaded  here,  although 
port  charges  were  higher  here,  and  possibly  railway  charges  to 
this  point  were  higher  than  to  Philadelphia  and  Baltimore. 
It  was  the  hitherward  bound  traffic,  the  first-class  freight, 
which  determined  the  course  of  the  ship.  And  here  the  ship 
would  load  with  the  third  or  fourth-class  freight  which  it  took 
back.  The  falling  off  in  imports  has  changed  all  this.  The 
larger  part  of  the  sailing  vessels  come  out  here  in  ballast,  and 
must  earn  the  complete  expenses  of  the  round  trip  by  their 
freight  earnings  on  fourth-class  traffic  outward  bound.  It  is 
in  that  condition  cf  things  that  a  change  of  a  half  a  cent  a 
hundred  will,  precisely  as  upon  the  lakes,  divert  the  traffic 
from  one  port  to  another  and  divert  the  current  of  commerce. 
Hence  it  is  that  the  difference  of  six  or  even  sixteen  cents  a 
hundred  might  have  been  but  little  felt  by  New  York 
in  the  period  from  1855  to  1870,  whereas  a  cent  or  two 
cents  a  hundred  changed  the  currents  of  trade  between  1875 
and  1880  from  New  York  to  Baltimore. 

Philadelphia  and  Baltimore  could  not  in  former  years  compete 
as  against  New  York,  when  the  ship  would  have  to  come  heie 
to  discharge,  and  would  then  have  to  proceed  to  those  ports 
as  an  additional  voyage  for  the  outward  cargoes.  Before  the 
railways  which  ended  in  those  cities  had  completed  their  term- 
nal  facilities,  the  vessel  never  could  count  upon  securing  a 


56 


homeward  bound  cargo  in  any  city  except  New  York.  This 
made  New  York,  for  these  two  reasons,  a  favorite  port,  and 
made  a  discrimination  down  to  1S72  against  New  York 
of  not  only  two  and  three  cents  a  hundred,  but  probably 
10  or  15  cents  as  compared  with  Philadelphia  and  Baltimore 
of  little  consequence. 

Improvements  in  our  manufactures,  fostered  by  a  protective 
tariff,  the  diminution  of  prices  which  made  that  tariff  still 
more  protective  in  its  character;  reductions  in  the  rates  of  pro¬ 
fit  at  which  business  is  done  the  world  over,  because  the  tele¬ 
graph  has  a  constant  tendency  to  bring  the  producer  and 
consumer  closer  together,  even  the  increase  of  the  terminal 
facilities  of  the  railways  of  Philadelphia  and  Baltimore? 
altered  this  condition  so  that  ships  coming  here  in  ballast  have 
no  longer  the  same  reason  for  selecting  the  port  of  New  York 
in  preference  to  the  other  ports,  and  can  therefore  be  char¬ 
tered  at  the  same  rates  to  touch  at  any  port  upon  the  Atlan¬ 
tic  coast  above  Norfolk  and  at  the  same  rate  of  insurance. 

Another  change  was  brought  about  by  the  Atlantic  cable. 
Instead  of  our  outward  cargoes  going  to  fixed  points  by  the 
regular  lines  of  steamers  and  regular  lines  of  clipper  ships, 
cargoes  are  now  laden  at  Philadelphia,  Baltimore  or  New 
York  to  proceed  to  Cork  for  orders,  and  would  from  that  point, 
as  the  first  European  port  that  they  could  touch,  be  sent  to 
any  port  from  Cadiz  to  Bergen,  depending  upon  the  condition 
of  the  market  for  grain  in  any  country  between  Spain  and 
Norway. 

The  Atlantic  cable  also  very  largely  reduced  the  profits  upon 
international  transactions  ;  they  were  made  with  such  rapidity 
and  increased  so  much  in  volume  that  competition  reduced  the 
profit  to  a  minimum,  so  that  the  causes  which  always  pre¬ 
vailed  upon  the  lakes  since  the  electric  telegraph  was  in  opera¬ 
tion  for  land  service,  that  a  half  a  cent  a  hundred  would 
divert  the  traffic  from  one  port  to  another,  became  operative  as 
to  ocean  service,  and  therefore  a  difference  which  formerly  pre¬ 
vailed,  of  six  to  twelve  cents  a  hundred,  if  you  please,  before  the 
cable  was  the  main  means  of  transmitting  orders  for  commo¬ 
dities  between  the  continents,  was  a  slight  difference  compared 
with  a  difference  of  two  or  three  cents  a  hundred,  when  the 
cable  reduced  profits  on  each  transaction  to  such  a  degree 
that  that  difference,  of  two  or  three  cents  a  hundred  consti¬ 
tutes  a  commercial  profit  or  a  loss  ;  and  hence,  when  railway 


officers  come  before  this  Committee  and  believe  that  they  have 
justified  the  conduct  of  railways  in  making  a  distinction  of  from 
two  to  sis  cents  a  hundred  as  against  New  York  noiv,  as  com¬ 
pared  with  from  five  and  six  cents  to  twelve  cents  a  hundred, 
ten  or  twelve  years  ago ,  they  are  still  far  short  of  a  justifica¬ 
tion  when  the  two  and  three  cents  a  hundred  to-day  is  in  its 
effect  upon  commercial  transactions  vastly  in  excess  of  the  five 
to  twelve  cents  a  hundred  a  decade  ago. 

Look  also  at  the  different  condition  under  which  merchants 
•are  placed  in  the  City7  of  New  York,  as  compared  with  the  sis¬ 
ter  cities  of  Philadelphia  and  Baltimore. 

This  little  strip  of  land  of  Manhattan  Island  is  so  favorably 
located  for  purposes  of  commerce — for  water  communication, 
and  it  seemed  for  a  rime  to  have  so  complete  a  monopoly  of 
the  commerce  of  the  northern  half  of  this  continent — that  the 
price  of  land  represented  in  great  part  a  capitalized  share  in 
the  profit  of  commercial  transactions  here,  and  every  spot 
which  could  be  used  for  commercial  purposes  represented  a 
rental  value  far  in  excess  of  corresponding  localities  in  neigh¬ 
boring  cities. 

With  the  economies  introduced  by  the  railways  and  the 
competition  between  them  came  a  considerable  diversion  of 
the  commerce  from  the  lakes  and  the  canal  to  the  railway,  and 
so  long  as  the  railways  actively  competed  with  each  other,  New 
York  .City  could  still  maintain  its  natural  advantage  over  other 
cities  by  affording  the  temptation  of  a  greater  return  load  to 
the  eastbound  freight  cars  by  westbound  first  class  traffic  to 
overcome  its  greater  mileage,  compared  with  Philadelphia  and 
Baltimore,  and  the  certainty  of  a  market  which  the  product 
of  the  west  would  find  in  the  harbor  of  New  York,  and  the 
certainty  of  ships  to  take  these  products  to  European  points. 
When  the  railways  by  their  arbitrary  combination  for  the 
purpose  of  avoiding  competition,  determined  to  place  New 
York  upon  a  level  with  Philadelphia  and  Baltimore,  they 
placed  every  merchant  who  held  a  lease  of  a  Broadway  ware¬ 
house  or  anv  street  contiguous  thereto  at  a  disadvantage  with 
the  merchant  on  Walnut  street  in  Philadelphia,  whose  rental 
represented  but  half  the  interest  on  values  of  property  at 
Philadelphia,  or  with  the  merchant  on  Baltimore  street,  Bal¬ 
timore,  whose  rental  represented  probably  but  a  third  of  the 
interest  on  the  value  there  of  an  equal  amount  of  land. 

This  gives  to  the  competitor  in  Philadelphia  and  Baltimore 
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at  once  an  advantage  over  the  New  York  competitor  which, 
were  it  not  for  the  maintenance  of  the  commerce  of  New  York 
by  the  canal  during  a  great  part  of  the  year,  would  in  the  long, 
run  bring  the  New  York  merchant  into  insolvency.  It  is  a 
mere  question  of  time  now,  if  our  protective  tariff  is  main¬ 
tained  and  the  import  commerce  continues  to  be  kept  down  by 
the  growth  and  progress  of  our  own  manufacturing  industry,, 
how  long  New  York  City  can  maintain  her  supremacy  against 
this  discrimination. 

Mr.  Vanderbilt  told  us,  and  so  did  Mr.  Blanchard,  that  in 
fixing  the  rates  from  two  to  six  cents  a  hundred  against  New 
York  they  were  largely  influenced  by  the  supposed  difference 
in  ocean  freights.  These  differences  no  longer  exist,  and  yet 
the  tariff  differences  of  the  railways  continue  to  exist. 

This  perpetual  wear  and  tear  upon  the  commerce  of  New 
York  by  this  discrimination  must  sooner  or  later  result  in  the 
diversion  of  the  traffic  of  New  York  to  her  neighboring  cities, 
unless  we  have  the  wisdom  to  devise  a  plan,  and  the  New 
York  railways  the  wisdom  to  accept  one,  which  will  'prevent 
this  continuing  discrimination  against  us. 

Let  us  examine  the  special  effect  of  the  pooling  contracts  to 
divide  traffic  and  how  the  agreement  to  maintain  rates  and  dis¬ 
tance  differences  bears  upon  New  York’s  prosperity. 

I  answered  a  question  on  this  point  put  to  me  by  Mr.  Nim- 
mo,  the  Chief  of  the  Bureau  of  Statistics,  and  take  the  liberty 
to  quote  my  own  language  : 

“  I  believe  that  great  injustice  has  been  done  to  the  City  of 
New  York  by  the  compact  known  as  the  pooling  arrangement, 
entered  into  between  the  trunk  lines,  i.  e.,  the  New  York  Cen¬ 
tral,  Baltimore  &  Ohio,  Erie,  and  the  Pennsylvania  Railroads, 
the  details  of  which  are  doubtless  before  you,  in  answer  to  in¬ 
quiries  addressed  to  others,  and  which  I,  therefore,  do  not  set 
forth.  The  practical  result  of  this  arrangement  places  New 
York  upon  a  seeming  equality  with  its  neighboring  cities, 
Philadelphia  and  Baltimore,  by  the  handicapping  of  New 
York  with  an  arbitrary  additional  railroad  freight  charge, 
claimed  to  be  the  exact  equivalent  of  the  naturally  lower  ocean 
freight  charges  from  Liverpool  to  New  York,  as  compared  with 
such  neighboring  cities.  This  additional  charge  amounts  to 
an  average  of  from  2  to  6  cents  a  hundred  on  all  classes  of 
freight.  The  justification  put  forth  by  the  New  York  lines  for 
this  additional  charge  is  the  greater  mileage  from  New  York  to 
the  western  distributing  cities  as  compared  with  the  distance 
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from  Philadelphia  or  Baltimore.  This  rate  leaves  out  of  sight 
the  better  gradient,  as  compared  with  all  its  southern  rivals,  of 
the  New  York  Central  Railway,  aud  the  bulk  and  value  of  the 
business  which  the  City  of  New  York  gives  to  its  main  railway 
as  compared  with  what  its  rivals  receive  from  New  York’s 
neighboring  cities.  The  burden  imposed  upon  New  York’s 
citizens  by  this  railway  combination  quite  wipes  out  New 
York’s  great  advantages  heretofore  derived  from  its  magnifi¬ 
cent  harbor.  The  injustice  done  to  a  New  York  merchant  by 
this  arbitrary  equalization  can  best  be  illustrated  by  an 
example.  Let  us  suppose  that  five  years  ago  a  young 
man  had  placed  into  his  hands  $100,000  to  invest  in  busi- 
ners.  Knowing  the  commercial  supremacy  of  New  York 
City,  he  believes  it  to  be  of  a  permanent  character,  for 
the  reason,  1st,  That  New  York  City  has  a  harbor  far  superior 
to  that  of  any  other  city  on  the  Atlantic  seaboard.  2d,  That 
its  main  line  of  railway,  the  New  York  Central,  has  no  moun¬ 
tains  to  cross,  and  therefore  its  superior  gradient  more  than 
makes  up  in  the  estimate  of  competent  engineers  for  the  in¬ 
creased  mileage  to  Chicago,  as  compared  with  the  Pennsyl¬ 
vania  and  Baltimore  &  Ohio  Railroads.  Railway  experts,  from 
Mr.  Fink  down,. have  told  him  that  volume  of  traffic  is  the 
main  element  upon  which  the  cost  of  the  carriage  per  hundred 
per  mile  depends,  and  that  the  cheapness  or  expensiveness  of 
such  carriage  to  the  terminal  point  is  mainly  determined  by 
reducing  the  general  proportion  that  the  so-called  fixed  ex¬ 
penses  of  a  railway  bear  to  the  operating  expenses  of  trains. 
In  all  these  elements  of  cost  of  freight  he  discovers  that  New 
York  City  has  enormous  advantages  over  its  rivals.  Moreover, 
he  finds  that  New  York  sends  back  more  full  cars  to  the  west 
than  any  other  city,  and  has.  therefore,  an  additional  reason 
for  reduced  charges  eastward ;  also,  that  it  sends  forward  a 
larger  proportion  of  “  first-class,”  the  most  profitable  freight. 
He,  therefore,  determined  to  invest  his  hundred  thousand  dol¬ 
lars  in  business  in  New  York  City.  As  these,  what  he  believes 
to  be  permanent  advantages  for  business  purposes  on  the  part 
of  the  City  of  New  York,  have  determined  the  value  of  its  real 
estate,  this  would-be  merchant  is  compelled  to  invest  in  the  pur¬ 
chase  of  a  piece  of  property  for  business  purposes  at  a  much 
higher  rate  than  he  would  pay  for  a  like  piece  of  property  in 
Philadelphia  or  Baltimore.  He  pays,  we  will  say,  $10,000  for 
a  warehouse  wherein  to  do  his  business,  or  he  takes  a  lease 
representing  in  rental  a  capital  of  $40,000.  Half  that  sum  in¬ 
vested*  in  the  purchase,  or  half  the  interest  of  that  sum.  would 
lease  a  like  piece  of  property  in  Philadelphia  or  Baltimore. 
He  invests  his  money,  however,  in  New  York,  upon  the 
theory  that  its  permanent  advantages  are  not  wholly 
capitalized  in  the  excess  of  the  cost  of  the  property 
in  New  York,  as  compared  with  Philadelphia  and  Baltimore,. 
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and  that,  for  that  reason,  the  nominally  dearer  is  still  the 
cheaper  property.  But  he  pays,  in  the  increased  price,  as 
compared  with  land  in  Philadelphia  and  Baltimore,  to  some 
degree,  an  equivalent  for  the  supposed  permanent  advantages 
of  New  York  over  neighboring  cities.  A  combination  of  rail¬ 
way  companies  is  thereafter  made,  by  which  the  New  York 
railways  deliberately  overcome,  by  the  imposition  of  an 
additional  .freight  charge,  by  agreement  with  the  railways 
to  other  ports,  the  natural  advantages  which  entered  into 
the  payment  of  the  purchase  of  this  property,  which  freight 
charge  is  sufficiently  great  to  level  New  York  down  to  an 
equality  with  her  neighboring  cities.  By  this  means  New 
York’s  superior  advantages  are  destroyed,  and  all  that  part  of 
Ihe  value  of  the  investment  of  our  young  merchant,  as  to  every 
single  dollar  he  paid  more  than  he  could  have  obtained  a  like 
piece  of  property  for  in  Philadelphia  or  Baltimore,  is  annihi¬ 
lated,  and  he  is  placed  at  a  permanent  disadvantage,  compared 
with  competitors  in  those  cities,  who,  with  a  smaller  invest¬ 
ment  of  capital,  are  enabled  to  do  the  same  business. 

If  the  New  York  merchant  has  borrowed  the  money  with 
which  to  purchase  the  property,  this  destruction  of  value  may 
ruin  him  ;  hence  a  pooling  which  places  New  York  upon  an 
equality  with  her  sister  seaboard  cities  is  an  unjust  discrimina¬ 
tion  against  New  York’s  natural  advantages,  and  operates  op¬ 
pressively  upon  all  the  merchants  who  do  business  in  the  City  of 
New  York,  because  their  investments  in  real  estate  or  leases  are 
ail  based  upon  a  valuation  arising  from  such  natural  advantages. 
To  illustrate  still  farther  the  injustice  of  this,  let  us  suppose 
a  case  resulting  in  a  like  equalization,  made  as  against  a  rail¬ 
way  company  by  artificial  means  to  neutralize  its  natural 
advantages.  The  New  York  Central  Railway  has  just  such 
great  natural  advantages  of  a  better  gradient  over  the  Erie 
Railroad,  hence,  quite  independent  of  its  enormous  local 
traffic,  it  can  permanently  charge  a  less  sum  of  money  for 
carriage  of  freight,  and  yet  get  the  same  interest  on  cost ;  this 
permanent  advantage,  among  a  number  of  others,  is  repre¬ 
sented  in  an  increased  value  of  the  stock  of  the  line  of  the  New 
York  Central  Railroad,  as  compared  with  the  Erie’s  stock.  All 
of  Mr.  Vanderbilt’s  money  investments  in  New  York  Central  stock 
were,  it  is  fair  to  assume,  based  upon  a  careful  consideration  of 
the  increased  permanent  value  of  his  line  arising  from  the  ad¬ 
vantage  of  the  absence  of  the  Allegheny  Mountains  across  his 
path.  If  the  Legislature  of  the  State  of  New  York  were,  for 
the  purpose  of  counteracting  this  natural  advantage,  and  to 
place  the  New  York  Central  upon  a  level  with  the  Erie  Rail¬ 
way,  to  enact  that  the  New  York  Central  Railway  shall  build 
a  series  of  curves  between  Albany  and  Buffalo,  which  shall  in 
their  effect  artificially  produce  a  gradient  of  16J  feet  per  mile 
Rliat  of  the  Erie),  instead  of  less  than  six  feet  gradient  of  the 


Cl 


Central,  it  is  quite  clear  that  at  one  blow  the  whole  of  the 
value  of  Mr.  Yanderbilt’s  investment  in  dollars  and  cents,  in  sa 
far  as  such  investment  represents  the  natural  advantages  of 
gradient,  is  completely  wiped  out.  This  is  precisely  what  has 
been  done  by  the  New  York  Central  and  Erie  Railways,  as  ta 
the  real  property  of  New  York  City  by  the  compact  called  the 
pooling  arrangement.  The  commerce  of  New  York  is  deprived 
of  the  natural  and  permanent  advantages  to  which  it  is  en¬ 
titled  by  its  harbor,  the  absence  of  mountains  in  central  New 
York,  the  volume  of  its  traffic,  and  the  density  of  the  popula¬ 
tion  of  the  State.  What  is  a  seeming  equalization  is  in  point 
of  fact  a  leveling  down  of  the  city  having  such  natural  ad¬ 
vantages  to  the  condition  of  its  less  favored  rivals.  It  is  handi¬ 
capping  the  best  horse,  and  New  York  by  the  pooling  arrange¬ 
ment  has  been  thus  handicapped.  A  New  Yorker  may  justly 
feel  aggrieved  at  such  a  process,  even  if  there  were  such  a 
difference  in  rates  of  ocean  freights  as  this  pooling  freight  table 
presupposes.  *  *  * 

Hence  an  additional  freight  charge,  based  upon  a  supposed 
difference  of  ocean  freight  charges,  is  subjecting  New  York  to 
a  discriminating  rate,  which  in  time  must  prove  destructive  to 
her  commerce,  as  she  gets  no  benefit  from  her  larger  business  ; 
no  benefit  from  the  absence  of  mountains  in  the  State,  nor  from 
the  large  local  traffic  which  she  gives  to  her  railway  ;  and  were 
it  not  that  the  Erie  Canal  preserves  to  a  degree  New  York’s 
supremacy  her  condition  would  be  critical  indeed.  New  York’s 
natural  advantages  have  been  capitalized  to  a  very  large  degree 
and  are  in  the  coffers  of  private  individuals,  and  the  additional 
charge  is  an  additional  burden  imposed  upon  its  citizens  so  as 
to  lure  other  railways  into  a  combination  which  will  prevent 
railway  wars.” 

Now  let  me  give  an  answer  to  the  “  let-me-alone  ”  cry  of 
the  railway  manager  which  he  himself  has  furnished  me  : 

When,  year  after  year,  I  sought  in  vain  to  secure  a  Railway 
Commission  for  the  State  of  New  York,  the  Legislature  was  con¬ 
siderably  influenced  by  an  argument  made  by  the  counsel  for 
the  railroads  that  it  was  not  necessary  to  have  the  intervention 
of  an  independent  body  of  men  to  supervise  a  private  business 
which  was  in  the  hands  of  citizens  who  understood  perfectly 
well  the  nature  of  their  business  and  its  interests,  and  who 
were  shrewd  and  sharp  enough  to  carry  on  that  business 
successfully  without  either  a  set  of  hair-brained  philosophers,, 
merchants,  lawyers,  or  legislators  to  teach  them  how  to  do  it. 

It  was  insisted  that  the  stockholders  did  not  ask  the  protec¬ 
tion  of  the  Legislature,  and  that  the  general  public  had  such 
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^protection,  in  the  intelligence  which  obtained  in  the  offices  of 
the  railways  ;  and  that  the  general  interest  of  the  public  and 
the  interest  of  the  railways  was  harmonious,  inasmuch  as  the 
community  could  not  suffer  without  entailing  in  turn  suffering 
upon  the  railway. 

Nothing  short  of  the  examination  to  which  the  railway 
officials  have  been  subjected  to  in  this  proceeding  could  have 
dissipated  the  illusion  which  couples  knowledge  with  power. 

Standakd  Oil. 

There  is  nothing  that  illustrates  the  shortsightedness  of 
railway  officials,  assuming  them  to  be  honest — the  mere  living 
for  the  day — the  utter  absence  of  anything  like  statesmanlike 
forecast — so  much  as  that  chapter  of  railway  history  which 
is  known  as  the  “  Standard  Oil  part  of  it. 

The  imbecility  of  the  conduct  of  railway  officials  in  that  par¬ 
ticular  surpasses  even  the  venality  and  corruption  in  which 
the  Standard  Oil  business  took  its  start. 

Petroleum  is  found  in  two  districts,  now  known  as  the  lower 
and  upper  districts,  but  in  1872  there  was  but  one  —the  lower 
district — wholly  in  Western  Pennsylvania,  in  Yenango,  Clarion 
and  Butler  Counties,  distant  about  450  miles  from  New  York, 
and  the  tariff  rate  for  transportation  to  New  York  city  on 
crude  was  then  $2.56  per  barrel,  and  on  refined  $2.92  per  barrel 
from  the  collecting  points. 

A  few  speculators,  refiners  and  dealers  in  oil  combined  together 
to  obtain  special  advantages  from  the  railways,  and  through  the 
instrumentality  of  a  corporation  called  the  South  Improvement 
Company,  attempted,  in  January,  1872,  to  obtain  a  monopoly 
in  the  sale  of  a  product,  which  then  amounted,  in  crude,  to 
6,000,000  barrels  per  year,  and  in  refined  to  4,500,000  barrels 
per  year. 

The  men  who  organized  this  scheme  and  were  interested 
therein  were  William  Frew,  W.  P.  Logan,  John  P.  Logan,  Chas. 
Lockhart,  Rich’d  S.  Waring,  W.  G.  Warden,  O.  F.  Waring, 
P.  H.  Watson,  H.  M.  Flagler,  O.  H.  Payne,  Wm.  Rockefeller, 
J.  A.  Bostwick  and  John  D.  Rockefeller. 

The  first  outward  and  visible  sign  of  this  combination  to  the 
world  was  a  contract  entered  into  between  the  New  York  Cen¬ 
tral  Railway,  the  Erie  Railway,  the  Pennsylvania  Railway  and 
the  South  Improvement  Company,  under  the  date  of  January 
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18th,  1872,  in  which  it  was  deliberately  agreed  as  follows  : 

“  That  the  railway  will  at  all  times  co-operate  as  far  as  it  le¬ 
gally  may  with  the  South  Improvement  Company  to  maintain 
the  business  of  the  South  Improvement  Company  against  loss 
or  injury  by  competition,”  which,  of  course,  means  competition 
fry  other  producers  and  other  refiners — not  the  competition 
with  the  railways,  because  we  have  it  in  evidence  that  at  that 
lime  the  only  outlet  for  the  oil  was  by  means  of  the  trunk 
lines  |  that  there  was  no  water  outlet  eastward  to  tide  water’ 
and  as  these  contracts  were  simultaneously  made  with  all  the 
trunk  lines,  the  competition  here  referred  to  was  not  compe¬ 
tition  of  the  railways,  but  competition  between  the  respective 
producers  and  refiners  of  oil. 

But  we  are  not  left  to  conjecture.  The  shameless  fourth 
article  of  the  South  Improvement  Company  contract  says  in 
its  actual  words  that  the  object  of  it  is,  “that  the  party  hereto 
of  the  first  part,  (the  South  Improvement  Company,)  may  keep 
up  a  remunerative  and  do  a  full  and  regular  business,  and  to 
that  end  the  railways  shall  lower  or  raise  the  gross  rates  of 
transportation  over  their  railroads  and  connections  as  far  as 
it  legally  may  for  such  times  and  to  such  extent  as  may  be 
necessary  to  overcome  such  compdition — the  rebates  and  draw¬ 
backs  to  the  party  of  the  first  part  to  be  varied  pari  passu  with 
the  gross  rates.” 

The  6tli  article  proceeds  to  say  :  “  That  the  gross  rates  of 
freight  to  the  South  Improvement  Company  shall  at  all  times 
be  kept  as  near  to  the  net  rates  as  is  consistent  with  the  inter¬ 
est  of  the  South  Improvement  Company,  and  that  whenever  in 
the  judgment  of  said  South  Improvement  Company  it  is  ex¬ 
pedient  to  lower  the  rebate  below  the  rate  above  specified,  it 
may  do  so,  and  from  time  to  time  raise  the  same  again,  not, 
however,  above  the  rate  hereinbefore  specified.  The  party 
hereto  of  the  first  part  (the  South  Improvement  Company) 
from  time  to  time  shall  notify  the  railway  in  writing  of  the 

!  change  required,  whereupon  the  railway  shall  forthwith  make 
a  corresponding  change  of  such  gross  rates.” 

How  long  this  contract  lasted,  is  of  no  consequence.  That  it 
was  made ,  and  that,  too,  by  the  managers  of  the  great  trunk 
lines,  who  are  in  great  part  to  day  their  managers,  is  a  matter 
of  great  moment.  Here  is  a  logical  outcome  of  the  special 
rate  business,  and  no  example  can  be  afforded  in  which  the 
■  special  rate,  from  its  inception  to  its  culminating  consequences5 
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can  so  profitably  be  studied  as  in  the  history  of  the  Standard 
Oil  combination. 

It  began  with  a  corrupt  bargain  between  Harley,  Bostwick* 
Fisk,  and  Gould.  It  continued  through  the  form  of  the  South 
Improvement  Company,  because  by  that  time  the  combination 
had  become  sufficiently  powerful  to  dictate  terms  to  the  various- 
trunk  lines,  and  the  trunk  lines  had  already  determined  to  give 
to  certain  people  facilities  through  the  instrumentality  of  freight 
charges  to  crush  out  all  opposition,  so  that  they  might  consti¬ 
tute  themselves  practically  the  sole  purchasers  and  purveyors 
of  oil,  and  deliberately  to  overcome  and  destroy  all  the  pro¬ 
duction  of  oil  not  tributary  to  the  South  Improvement  Com¬ 
pany,  and  all  selling  and  all  refining  of  oil  not  tributary  to  it  ; 
and  it  culminated  in  the  recognition  on  the  part  of  the  railway 
of  its  powTer  to  use  the  railway  freight  charge  as  an  instrument 
destructive  of  the  industries  of  great  numbers  of  people  for 
the  purpose  of  building  up  and  concentrating,  in  the  hands  of 
a  particular  junta,  a  vast  and  profitable  business. 

If  these  contracts  wTere  made  by  the  railroad  officials  in  good 
faith,  they  are  an  evidence  of  imbecility  so  great  as  to  justify 
not  only  a  railway  commission,  but  a  commission  de  lunatico  for 
the  officers  of  the  railway  corporations.  Foolish,  shortsighted 
people,  not  to  have  foreseen  that,  such  a  monopoly  when 
created  would  inevitably  dictate  terms  to  the  railways,  and 
become  a  modern  Frankenstein, — a  monster  that  would  plague 
its  own  inventors.  And  so  it  has  turned  out.  The  existence 
of  this  corporation  created  a  clamor  which  extended  over  three 
States.  A  committee  of  producers  came  to  New  York,  deter¬ 
mined  to  break  up  these  contracts.  The  Legislature  of  Penn¬ 
sylvania  was  moving.  The  charter  of  the  South  Improvement 
Company  was  repealed,  and  the  men  who  .formed  the  South 
Improvement  Company  felt  that  they  could  not  so  shamelessly 
brave  public  opinion  as  they  had  attempted  to  do  through  the 
form  of  an  open  contract  with  the  railways  without  a  refinery  in 
their  hands  or  a  well  in  their  possession. 

Therefore  a  new  device  had  to  be  excogitated  ;  and  the 
same  men  who  had  organized  the  South  Improvement  Com¬ 
pany  bought  out  the  Standard  Oil  Company  of  Cleveland, 
which  had  started  three  or  four  years  before  with  a  capital  of 
a  hundred  thousand  dollars,  but  which  had  been  increased  by 
that  time  in  the  hands  of  the  Bockefellers  to  some  consider- 
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able  magnitude,  but  was  by  no  means  the  largest  refinery  in  the 
country ;  and  the  same  men  also  purchased  or  controlled  the 
Standard  Oil  Company’s  refinery  at  Pittsburgh  with  a  capital 
of  less  than  a  hundred  thousand  dollars;  and  they  determined 
now,  upon  the  basis  of  having  actual  refineries,  to  re-organize 
and  rehabilitate  their  South  Improvement  Company  contract 
under  a  different  name. 

In  this  contract  of  the  South  Improvement  Company  for  the 
first  time  we  meet  as  to  oil  with  the  term  “  common  points, 55 
as  designating  the  oil  gathering  points  in  the  oil  regions,  in 
these  terms : 

“From  any  point  on  the  Oil  Creek  and  the  Alleghany  River 
Railroad  to  Oil  City,  Union,  Corry  or  Irvineton,  which  are 
herein,  designated  as  common  points ,  on  each  barrel  of  45  gallons 
in  bulk,  and  on  each  barrel  of  47  gallons  in  barrels,  30  cents.” 

and  the  rate  that  was  made  on  crude  petroleum  from  any 
“  common  point”  to  Cleveland  for  each  barrel  of  45  gallons 
was  80  cents;  from  Cleveland  to  New  York,  $2  on  refined; 
from  any  “common  point”  to  New  York,  $2.92  on  refined.  Thus, 
the  crude  was  taken  140  miles  west  to  Cleveland,  and  after 
being  refined  was  brought  past  the  oil  regions  again  to  New 
York  from  Cleveland  at  12  cents  less  than  a  refined  barrel  of 
oil  could  reach  New  York  from  the  oil  regions.  And  the 
railways  agreed  to  deduct  the  refined  equivalent  of  the  crude 
from  the  crude  so  that  practically  the  barrel  of  refined  came  to  New 
York  as  though  it  came  from  the  ivell  refined. 

Now,  here  is  not  only  setting  at  nought  all  the  theory  of 
railway  classification  of  charging  on  a  commodity  what  it  will 
bear  by  reason  of  its  increased  value,  but  is  placing  the  re¬ 
fineries  at  Cleveland  in  a  better  position  than  those  situated 
at  the  mouth  of  the  well. 

From  these  rates  there  were  agreed  rebates,  which  run  as 
follows  : 

“  OX  THE  TRANSPORTATION  OF  REFINED  OIL,  BENZINE  AND  OTHER  PRODUCTS  OF  THE 

MANUFACTURE  OF  PETROLEUM. 
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From  the  gross  rates  from  Pittsburg,  Cleveland  and  other 
points  to  places  west  of  the  meridian  of  Pittsburg  and  Cleve¬ 
land,  a  rebate  or  drawback  of  one-third  of  the  gross  rate  shall 
be  paid.” 

This  was  followed  by  the  significant  agreement  that  the  rail¬ 
ways  would  charge  to  other  parties  the  gross  rates  as  follows  : 

“  5.  To  charge  to  all  other  parties  (excepting  such  as  are 
referred  to  in  Article  3d)  for  the  transportation  of  petroleum 
and  its  products,  rates  which  shall  not  be  less  than  the  gross 
rates  above  specified.” 

After  the  South  Improvement  Company  was  broken  up,  and 
the  members  of  it  had  purchased  out  the  Standard  Oil  Com¬ 
pany’s  works,  these  same  terms  and  rebates  were,  by  a  secret 
contract  or  understanding,  substantially  continued  to  the 
Standard  Oil  people. 

Still  there  was  some  freedom  left  in  the  movement  of  crude 
petroleum,  notwithstanding  these  rebates,  which  were  then 
rapidly  destroying  the  refineries  not  in  the  Standard  combina¬ 
tion,  so  long  as  the  pipe  lines  remained  under  the  control  of 
producers  and  parties  independent  of  the  Standard  combina¬ 
tion.  The  pipe  lines,  as  the  Committee  will  remember,  not 
only  connect  the  mouth  of  the  well  with  the  railway,  but  per¬ 
form  for  the  oil  producer  the  same  function  that  the  elevators 
do  for  the  farmer ;  they  store  the  product,  issue  negotiable 
certificates,  and  give  the  producer  the  option  of  an  immediate 
market  or  a  choice  of  time  when  he  choses  to  sell.  It  was 
therefore  necessary,  with  the  view  of  obtaining  the  supremacy 
which  was  originally  contemplated  by  the  South  Improvement 
Company,  to  obtain  control  of  the  pipe  lilies,  as  wrell  as  to 
destroy  refineries,  and  this  was  accomplished  by  the  logical 
results  of  the  Rutter  circular,  as  Mr.  Patterson  testifies. 

After  the  Rutter  circular  appeared  the  independent  pipe 
lines  died  off  like  sheep,  and  were  all  bought  up  by  the 
Standard  Oil  Company. 

The  circular  is  dated  September  9th,  1874,  and  is  with  un¬ 
important  matter  left  out,  as  follows  : 

“  The  New  York  Central  &  Hudson  River  Railroad  Co.  ) 
General  Freight  Agents’  Office,  Grand  Central  Depot,  j 

New  York,  Sept,  9th,  1874. 

Dear  Sir, — Commencing  October  1st,  1874,  the  following 
rates  on  Refined  and  Crude  oil  shall  govern  all  lines  : 

The  rates  on  Refined  oil  from  all  refineries  at  Cleveland, 
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Titusville  and  elsewhere  in  and  adjacent  to  the  Oil  Region 
shall  be  as  follows  : 

^  ^4.  UL  .V.  «X£. 

♦f*  /k  <*  ** 

To  New  York,  $2  per  barrel. 

-*  *  *  ■*  *  *  # 

From  which  shall  be  refunded  the  amount  paid  for  the  trans¬ 
portation  of  crude  oil  by  rail  from  the  mouth  of  the  pipes  to 
the  said  refineries,  upon  the  basis  of  fourteen  barrels  of  crude 
oil  to  the  refineries  for  every  ten  barrels  of  refined  oil  for¬ 
warded  by  rail  from  them  (the  refineries)  to  the  eastern  points 
named. 

*  *  *  *  # 

On  crude  oil  the  rates  from  all  initial  points  of  rail  ship¬ 
ments  in  the  oil  regions  shall  be  as  follows  : 

*  * 

To  New  York,  $1.50  per  barrel. 

-*■  #  #  *  *  * 

From  ivhich  shall  be  refunded  twenty-two  cents  'per  barrel , 
only  on  oil  coming  from  pipes  which  maintain  the  agreed  rates 
of  pipeage. 

-55-  *  *  *  *  * 

You  will  observe  that  under  this  system  the  rate  is  even 
and  fair  to  all  parties,  preventing  one  locality  taking  advantage 
of  its  neighbor  by  reason  of  some  alleged  or  real  facility  it  may 
possess. 

-*•  *  *  *  *  *  * 

Respectfully  yours, 

J.  H.  Rutter, 

Gen  l  Freight  Agent.” 

This  brings  us  to  the  meaning  of  the  Rutter  circular  as  the 
first  step  in  the  conspiracy  to  re-establish  the  South  Improve¬ 
ment  Company  contract  after  the  popular  indignation  had 
driven  that  company  out  of  existence. 

Let  us  look  at  the  situation  at  that  time  as  the  railways  them¬ 
selves  saw  fit  to  present  it  to  us  through  the  instrumentality  of 
their  own  witness,  Mr.  Scheide  : 

(P.  2773 :) 

“  Q.  You  were  the  only  shipper  over  the  Erie  Railroad  of 
crude  oil  ?  A.  Yes,  sir ;  practically. 

Q.  Where  did  you  ship  that  oil  to  ?  A.  To  Weehawken. 

(P.  2774 :) 

“  Q.  Why  were  you  shipping  over  the  Pennsylvania  Road 
and  not  over  the  Erie  ?  A.  For  the  reason  that  the  Pennsyl¬ 
vania  was  most  eligibly  situated  for  our  purposes. 
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Q.  How  did  you  come,  then,  to  ship  over  the  Erie  at  all  ? 
A.  We  came  to  ship  over  the  Erie  because  of  what  we  con¬ 
sidered  very  bad  treatment  on  the  part  of  the  Pennsylvania 
Railroad. 

Q.  What  was  that  bad  treatment  that  you  received  at  the 
hands  of  the  Pennsylvania  Road  ?  A.  It  consisted,  princi¬ 
pally,  in  a  discrimination  against  us  in  furnishing  us  with 
cars. 

Q.  They  refused  you  transportation  ?  A.  Yes,  sir. 

Q.  Were  they  rofusing  you  transportation  in  the  interest  of 
the  combination?  A.  In  the  interest  of  a  peculiar  idea  that 
they  had,  that  all  shippers  should  be  placed  upon  the  same 
basis. 

Q.  And  in  consequence  of  that  peculiar  idea,  they  gave  to 
other  shippers  transportation  and  did  not  give  it  to  you  ?  A. 
Yes,  sir. 


(P.  2775  :) 

Q.  When  you  speak  of  their  “  shipper,”  in  the  singular,  do 
you  mean  that  you  Avere  their  sole  shipper,  as  you  subse¬ 
quently  became  on  the  Erie  ?  A.  I  mean  we  had  better  rates 
of  freight  than  anybody  else  could  have  obtained  over  the 
Pennsylvania  Railroad  at  that  time. 

Q.  And  therefore  monopolized  the  business;  go  on?  A. 
And  the  consequence  is  that  in  consequence  of  this  change  in 
the  demand  that  when  there  comes  a  season  that  there  is  a 
little  money  in  it,  the  Pennsylvania  Railroad  would  encourage 
these  numerous  small  shippers,  who  would  come  in,  and  they 
would  pro-rate  cars  with  them  ;  they  would  only  allow  us  to 
put  in  a  requisition  for  a  certain  number  of  cars,  and  they 
would  allow  anybody  else,  an  entire  stranger,  a  man  who  never 
shipped  any  before,  to  put  in  an  equal  requisition,  and  they 
would  pro-rate  with  him,  and  the  consequence  was  in  the  pay¬ 
ing  business  we  were  out  and  the  unpaying  business  we  were 
in. 

Q.  And  you  left  it  ?  A.  Yes,  sir. 

Q.  Because  you  could  not  get  rates  better  than  other  peo¬ 
ple?  A.  No,  sir;  because  we  could  not  stand  it  ;  because  we 
were  losing  money. 

(Pp.  2778  and  2779  :) 

Q.  The  Erie  then  adopted  the  policy  that  the  Pennsylvania 
had  abandoned  in  your  case  with  Neyhart?  A.  Yes,  sir. 

Q.  You  became  the  exclusive  shipper  ?  A.  Practically  ;  yes, 
sir  ;  excuse  me  one  moment ;  in  saying  I  was  the  exclusive 
shipper  I  don’t  mean  to  say  that  I  shipped  every  barrel  of 
crude  oil,  that  came  over  the  road. 

Q.  The  bulk  of  the  traffic  was  put  into  your  hands?  A. 
Yes,  sir.  -  /. 
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Q.  You  liacl  practically  all  the  cars?  A.  YYs,  sir. 

Q.  And  contracted,  the  cars  ahead?  A.  No,  sir. 

Q.  How  were  all  the  cars  placed  at  jour  disposal  ?  A.  I  had 
better  explain — I  did  explain  earlier  in  this  examiDation  that 
the  Erie  Railway  Company  only  reached  the  oil  regions  as 
they  were  at  that  time,  at  one  point,  and  that  was  at  Oil  City; 
they  had  a  broad  gauge ;  all  the  roads  through  the  regions  are 
narrow  gauge :  there  was  no  production  around  Oil  City  of 
any  account  whatever,  not  over  500  or  600  barrels  a  day,  and 
perhaps  not  as  much  as  that  ;  the  oil  had  to  be  brought  to 
the  Erie  Road  in  narrow  gauge  cars,  and  then  transferred  to 
broad  gauge  cars ;  the  reason  why  the  Erie  was  compelled, 
therefore,  to  adopt  this  system  of  a  single  shipper  was  that  it 
would  not  have  paid  any  more  than  one  party  to  have  gone  to 
the  expense  of  building  cars,  and  of  building  means  of  trans¬ 
ferring  the  oil  from  the  narrow  gauge  to  the  broad  gauge  ;  this 
we  did  after  leaving  the  Pennsylvania  Railroad,  and  the  reason 
why  we  did  not  leave  the  Pennsjdvania  Railroad  before,  and 
the  reason  why  we  shipped  over  the  Pennsylvania  Railroad  in 
preference  to  the  Erie  was  that  the  expenses  at  the  region  end 
was  not  necessary  in  their  case. 

Q.  With  whom  did  you  make  the  arrangement  on  the  Erie 
Railroad  at  that  time  ?  A.  With  Mr.  Blanchard  and  Mr.  Dev¬ 
ereaux. 

Q.  General  Devereaux  representing  the  Atlantic  &  Great 
Western?  A.  Yes,  sir. 

Q.  You  then  began  negotiations  with  the  Erie  through  Mr. 
Blanchard,  this  Mr.  Blanchard  wTho  has  just  been  examining 
you?  A.  Yes,  sir.  , 

Q.  Did  you  state  to  them  that  you  wanted  this  sort  of  ex¬ 
clusive  occupation  of  their  road  for  the  transhipment  of  oil? 
A.  I  don’t  remember  that  I  did  ;  I  presume  that  that - 

Q.  It  was  the  basis  of  negotiation,  wasn’t  it  ?  A.  I  presume 
they  understood  it  because  they  knew  we  would  have  to  go  to 
a  large  expense  in  fitting  up  facilities  for  doing  business  over 
their  line. 

Q.  W  as  not  the  American^Transfer  Company  then,  deliver¬ 
ing  oil  in  1875,  at  all?  A.  I  don’t  think  so. 

(P.  2782  :) 

Q.  Now,  state  what  wTas  done ;  what  was  said  and  done  be 
tween  }7ou  ?  A.  I  told  General  Devereaux  that  in  coming  to 
his  road,  we  came  because  wTe  v*ere  dissatisfied  with  the  vray 
transportation  w7as  afforded  us  on  the  Pennsylvania  Railroad, 
and  that  if  he  would  give  us  his  cars,  and  an  equitable  rate 
of  freight — we  didn’t  ask  for  a  low7  rate  and  did  not  get  as  low 
a  rate  at  that  time  from  the  Erie  Road,  as  vre  had  had  from 
the  Pennsylvania  Road — that  we  w'ould  agree  to  keep  those 
cars  running  constantly  ;  we  did. 


70 


(P.  2785  :) 

Q.  Suppose  that  other  shippers  had  done  precisely  what 
you  did,  put  up  tank  cars,  and  delivered  to  the  Erie  Kailway 
at  Oil  City,  would  not  you  then  have  been  treated  precisely  as- 
you  were  treated  on  the  Pennsylvania  if  they  had  given  the 
same  rate  to  everybody  else  and  the  same  facilities  of  trans¬ 
portation  to  everybody  else  ?  A.  Yes,  sir. 

Q.  Then  you  would  have  left  the  Erie  ?  A.  Yes,  sir. 

Q.  So  that  the  condition  of  your  staying  on  the  Erie  was 
that  you  were  to  be  the  sole  shipper  at  a  special  rate  ?  A. 
That  we  were  to  be  the  sole  shipper  ;  yes,  sir. 

Q.  At  a  special  rate  ?  A.  No,  sir. 

Q.  Didn’t  you  provide  that  you  were  to  have  a  rate  special 
to  yourselves  ?  A.  We  didn’t  ask  for  anybody- else’s  rate. 

Q.  Didn’t  you  provide  for  a  rate  which  was  impliedly  under¬ 
stood  at  all  events,  if  not  expressed  that  no  one  else  was  to 
get  ?  A.  I  did  not  really  think  it  my  business  to  go  around 
getting  rates  for  anybody  else. 

The  Chairman — His  answer  that  they  were  to  be  exclusive 
shippers  covers  that  ;  there  could  not  be  but  one  rate. 

Mr.  Shipman — I  take  it  it  was  the  fact  that  they  were  the 
exclusive  shippers,  and  would  have  been  any  way. 

The  Witness — There  was  nobody  else  to  have  it  at  that 
time  ;  allow  me  to  state,  the  Erie  Kailway  Company,  up  to  the 
time  that  we  shipped,  had  no  shipper  ;  from  the  winter  of 
1871  and  1872,  when  the  Gould,  Fisk  and  Harley  crowd  went 
out,  they  did  not  ship  any  crude  oil  of  an}7  account  until  we 
began  with  them ;  there  was  not  anybody  that  would  go  near 
them  ;  there  was  this  expense  of  starting  up  making  connec¬ 
tions  for  them,  and  nobody  else  would  go  to  that  expense  for 
the  business. 

(PP.  2787  and  2788  :) 

By  Mr.  Sterne  : 

Q.  Was  your  business  a  profitable  business  in  1875,  when 
you  sold  out  ?  A.  Yes,  sir  ;  fairly  profitable. 

Q.  Had  it  ceased  to  be  as  profitable  as  it  had  been  thereto¬ 
fore  ?  A.  Yes,  sir. 

Q.  What  reason  was  there  for  that?  A.  The  reason  for 
that  was  that  the  refining  business  in  the  City  of  New  York 
had  been  largely  bought  up  by  the  Standard  Oil  Company  so 
that  we  had  no  customers  that  we  could  rely  on. 

Q.  Therefore  the  crude  shipment  had  necessarily  to  cease? 
A.  Yes,  sir. 

Q.  So  you  would  have  been  dried  up  in  any  event  if  you  had 
not  sold  out?  A.  It  has  proved  that  we  would  not,  but  it 
looked  so.  9 

Q.  It  looked  so  to  you  then?  A.  Yes,  sir. 
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Q.  That  the  Standard  Oil’s  absorption  of  the  refineries 
would  dry  you  up  ?  A.  They  had  bought  the  refineries,  and, 
of  course,  they  would  not  buy  oil  from  us,  they  would  bring  it 
themselves. 

Q.  Over  what  roads  were  the  Standard  Oil  Company  then 
shipping  ;  they  were  excluded  from  the  Erie,  you  say  ?  A.  In 
crude  oil ;  yes,  sir.  1 

Q.  Through  what  channel  were  they  shipping  their  crude 
oil  ?.  A.  Over  the  other  two  roads, 

Q.  The  New  York  Central?  A.  The  New  York  Central  and 
the  Pennsylvania. 

Q.  Had  they  exclusive  possession  of  the  New  York  Central 
at  that  time?  A.  I  don’t  know  anything  about  the  New  York 
Central. 

Q.  Don’t  you  know  from  the  course  of  trade  and  from  your 
knowledge  of  the  business  that  they  had  exclusive  possession 
of  the  New  York  Central  Road  at  that  time  for  the  shipment 
of  crude  oil  ?  A.  The  New  York  Central  never  owned  any 
crude  petroleum  cars,  and  consequently  they  could  not  haul 
anybody’s  oil  who  did  not  have  cars  to  put  it  in. 

Q.  They  did  not  haul  anybody’s  cars  except  the  Standard 
cars  ?  A.  Yes,  sir. 

Q.  That  is  true,  is  it?  A.  Yes,  sir;  they  did  haul  other 
cars  ;  they  haul  anybody’s  cars — anybody  that  had  cars. 

Q.  Who  ?  A.  I  guess  forty  or  fifty  different  parties. 

Q.  Do  you  know  parties  who  had  cars  that  were  not  in  the 
Standard  Oil  arrangement  that  were  hauled  over  the  NewYork 
Central  at  that  time?  A.  Yes,  sir  ;  the  local  refiners  in  central 
New  York  and  Boston  and  New  England  ;  the  New  York  Cen¬ 
tral  hauled  all  their  cars. 

Q.  To  New  York  City?  A.  No,  sir;  I  don’t  know  anybody 
that  shipped  to  New  York  City  except  Mr.  Bostwick. 

Q.  When  you  sold  out  to  the  Standard - -  A.  Excuse  me, 

I  didn’t  sell  to  the  Standard. 

Q.  To  Charles  Pratt  &  Co.  ?  A.  Yes,  sir. 

Q.  You  had  interviews,  you  said,  howrever,  with  Mr.  Rocke¬ 
feller  in  reference  to  that  sale?  A.  No,  sir;  I  did  not  say 
anything  of  the  kind,  because  I  did  not  have  any  such  inter¬ 
view. 

Q.  With  whom  did  you  conduct  your  negotiation  with  refer¬ 
ence  to  the  sale  of  your  establishment  ?  A.  With  Mr.  Pratt. 

Q.  When  you  sold,  what  did  you  sell  ?  A.  I  sold  our  cars 
and  our  shipping  facilities  at  Oil  City,  that  is  all ;  we  got  just 
wbat  it  cost  us  to  put  those  facilities  there. 

Q.  $41,000  ?  A.  $49,000,  I  think  it  was. 

Q.  They  paidyou  that?  A.  Yes,  sir. 

Q.  And  then  they  took  possession  of  those  facilities,  did 
they?  A.  Yes,  sir. 

Q.  And  they  have  carried  on  business  ever  since,  and  they 
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are  the  exclusive  shippers,  as  you  were  before  ?  A.  I  don’t 
know  anything  about  their  business  ;  I  presume  they  are. 

Q.  You  say  your  negotiations  were  with  Mr.  Pratt?  A. 
Mr.  Pratt,  at  that  time,  was  not  known  to  be  connected  with 
the  Standard  Oil  Company. 

Q.  But  you  know  since  that  he  was  connected  with  it  at  that 
time  ?  A.  Yes,  I  do. 

Q.  That  at  that  time  he  was  already  in  connection  with 
them  ?  A.  Yes,  sir. 

Q.  Didn’t  you  make  an  effort  to  maintain  your  business 
when  you  found  that  the  Standard  Oil  Company  was  buying 
up  the  New  York  refineries  ;  to  find  another  outlet  for  your 
oil?  A.  No,  sir.” 

In  face  of  these  statements  that  Neyhardt  was  the  only  ship¬ 
per,  how  ingenious,  although  far  from  ingenuous,  was  the 
question  put  by  Mr.  Blanchard  on  page  2,773. 

^  “  Q.  Did  you,  at  any  time,  have  any  reason  to  believe  that 
the  Erie  Company  was  discriminating  in  favor  of  the  Standard 
or  not,  placing  you  upon  an  equality  with  all  other  shippers  in 
every  respect,  both  as  to  furnishing  cars,  transportation  and 
yardage  ?  A.  I  don’t  think  we  ever  had  anything  to  complain 
of,  of  the  Erie  Railroad’s  treatment  of  us.” 

And  here  let  me  draw  your  attention  to  the  testimony  of 
Mr.  Bernheimer  as  to  the  condition  of  the  trade  and  the  posi¬ 
tion  of  the  independent  refiner  in  it,  down  to  the  period  of 
1875. 

Early  in  1860  or  1861,  the  refinery  with  which  Mr.  Bernheimer 
was  connected,  which  was  established  as  a  copartnership,  had 
possession  of  works  at  Green  point,  Long  Island.  They  were 
in  business  long  before  the  Standard  were  in  it ;  they  refined 
oil  as  well  as  the  Standard  refined  it,  and  they  had  command 
of  at  least  as  much  capital  as  anybody  connected  with  the 
Standard  Oil  Company  could  by  any  possibility  have  com¬ 
manded,  except  through  the  instrumentality  of  the  wealth 
which  was  accumulated  in  recent  years  by  a  few  individuals 
connected  with  the  Standard  combination  through  their  special 
freight  advantages. 

Messrs.  I.  &  S.  Bernheimer  are  well  known  merchants  in  the 
City  of  New  York,  who  retired  from  active  business  many 
years  ago,  with  an  accumulated  capital  of  several  millions  of 
dollars.  They  then  engaged  in  oil  refining. 

They  were  ready  to  follow  it,  as  Mr.  Bernheimer  stated  upon 
the  witness  stand,  with  as  much  capital  as  was  needed,  be- 
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cause  it  was  an  excellent  business  and  would  have  remained  so 
if  the  railroads  had  not  ruined  their  own  incomes  and  that  of 
all  outside  refiners,  at  one  and  the  same  time. 

The  Oleophine  Oil  Works  grew,  until  1872,  in  influence  and 
power,  and  then  Messrs.  Bernheimer  discovered  that  they 
could  no  longer  do  business  at  a  profit,  not  because  they  could 
not  refine  as  well  as  anybody  else,  nor  because  they  could  not 
purchase  as  well  as  anybody  else  in  the  oil  regions,  but  be¬ 
cause  they  could  not  make  as  good  terms  with  the  railways  as 
other  people,  although  they  were  car  load  and  train  load  ship¬ 
pers. 

Mr.  Bernheimer  testifies  that  he  was  willing  to  enter  into 
arrangements  to  guarantee  the  railways  as  large  shipments  as 
the  Standard,  if  the  railways  would  agree  to  put  him  and  the 
refiners  outside  of  the  Standard  monopoly,  upon  a  par  with 
Standard’s  rates  over  other  lines.  That  was  denied.  He  con¬ 
tinued  his  business  at  a  loss  down  to  1875,  and  then  felt  con¬ 
strained  to  sell  out,  through  the  instrumentality  of  Rockefeller, 
to  Charles  Pratt  &  Co.,  one  of  the  aliases  of  the  Standard  com¬ 
bination,  and  thus  the  Oleophine  Oil  Company,  one  of  the 
largest  and  most  successful  refineries  in  the  United  States,  situ¬ 
ated  in  the  State  of  New  York,  passed  out  of  existence  as  an 
independent  organization. 

By  that  time  the  Standard  Oil  Company  had  already,  under 
the  form  of  secret  rebates  and  drawbacks,  absorbed  a  large 
proportion  of  the  property  of  other  people  (because  a  rebate 
or  drawback  not  common  to  the  general  community  is  in  its 
nature  and  essence  the  absorption  of  the  profits  of  other 
people),  and  once  more  the  South  Improvement  Company  con¬ 
tract  was  in  existence  in  spirit  if  not  in  terms.  Every  one 
except  the  Standard  must  be  crushed  out  of  business,  and  that 
for  the  interest  of  the  Standard  Oil  combination. 

By  that  time  Bostwick  had  possession  of  the  Erie  Oil 
Docks  at  Weehawken,  the  terminal  oil  depot  of  that  rail¬ 
way  ;  he  had  possession  of  the  New  York  Central  Railway 
Company’s  Oil  Depot.  The  New  York  Central  Railway  Com¬ 
pany,  with  all  its  capital,  pretended  that  it  had  not  a  dollar  to  put 
into  an  oil  tank  car,  although  this  traffic  was  of  sufficient  im¬ 
portance  to  justify  the  building  of  a  special  railway  by  the  com¬ 
pany  to  obtain  a  part  of  it,  but  it  relied  wholly  and  completely 
upon  the  Standard’s  cars  for  the  transportation  of  that  product. 
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The  Erie  Railway  Company,  which,  through  its  connection 
with  the  Atlantic  &  Great  Western,  had  considerable  control  of 
the  oil  business,  would  not  put  money  enough  into  building 
oil  cars  to  enable  it  to  do  the  necessary  traffic,  but  allowed  the 
Standard  Oil  Company  to  put  cars  upon  the  track,  and  gave 
them  a  mileage  contract  which  enable  them  to  pay  back  the 
value  of  their  car  in  less  than  three  years.  For  a  time  the 
Standard  shipped  no  oil  over  the  Erie.  At  that  time  Mr.  Ney- 
hardt  was  the  only  shipper  ;  and  Mr.  Scheide  was  produced,  on 
the  part  of  the  Erie  Railway  Company,  as  a  witness,  to  show 
that  he  was  treated  fairly — had  no  discriminations  to  complain 
of.  Forsooth,  he  was  at  that  time  the  Erie’s  Standard,  and  he 
had  no  hesitation  in  saying  so. 

So  demoralized  had  the  oil  business  become  between  1872 
and  1874  that  it  was  already  considered  an  exceptional  condi¬ 
tion  for  shippers  to  be  treated  alike,  and  a  source  of  complaint 
on  the  part  of  him  who  had  been  placed  on  a  level  with  others. 

Then  with  the  selling  out  of  Neyhardt,  the  Standard  had 
a  monopoly  of  shipments  to  tide-water  at  New  York.  By  that 
time  the  Standard  Company  had  grown  to  be  a  great  monopo¬ 
list,  and  had  in  the  purchase  and  dismantling  of  many  re¬ 
fineries  become  largely  the  master  of  the  crude  production  and 
exclusive  refiner  in  the  oil  regions. 

A  change,  however,  was  threatened  by  the  use  of  the  power 
of  the  Pennsylvania  Railroad  Company  to  build  up  a  rival  to 
the  Standard  in  the  Empire  Transportation  Company.  The 
Empire  Transportation  Company  was,  as  the  Committee  is 
probably  aware,  a  fast  freight  line — not  co-operative  in  char¬ 
acter — in  which  some  persons  connected  with  the  Pennsylvania 
Railroad  Company  were  interested.  It  was  the  oil  business 
agent  of  the  Pennsylvania  Railroad  Company,  and  owned  many 
pipe  lines  in  all  parts  of  the  oil  regions,  and  were  large  pur¬ 
chasers  of  oil  from  the  wells.  It  started  refineries  in  Jersey 
City  and  at  Philadelphia,  and  as  it  had  control  of  the  oil  busi¬ 
ness  of  the  Pennsylvania  Railroad,  it  naturally  made  to  itself 
living  rates. 

Then  commenced  a  contest  to  drive  the  Empire  Transpor¬ 
tation  Company  out  of  the  business  of  refining.  We  have 
before  us  Mr.  Cassatt’s  testimony;  we  have  heard  Mr.  Blanch- 
ard,  and  we  can  draw  our  own  inferences  from  the  facts.  I 
say  it  is  wholly  an  idle  pretense  for  the  New  York  railway 
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companies  to  claim  that  their  indignation  against  the  Penn¬ 
sylvania  Company  arose  from  the  fact  that  the  Pennsylvania 
Company  was  indirectly  a  refiner.  It  was  none  of  their  busi¬ 
ness  whether  the  Pennsylvania  Company  was  a  refiner  or  not. 
Whether  the  Pennsylvania  Company  was  acting  beyond  the 
powers  of  its  corporate  capacity  and  entering  into  manufac¬ 
turing  was  a  matter  with  which  the  New  York  companies  had 
no  concern.  This  objection  comes  with  particularly  bad  grace 
from  the  Erie,  which  is  a  coal  miner,  a  dock  company,  a 
steamboat  company,  and  McHenry’s  and  Barlow’s  stock  broker. 
It  was  the  fight  of  the  Standard  Oil  combination  against  the 
Empire  Transportation  Company,  which  was  carried  on 
through  the  instrumentality  of  the  New  York  railways  on 
the  one  side,  and  the  Pennsylvania  Bailroad  Company  on 
the  other,  in  which  our  two  corporations,  and  that  one  Penn¬ 
sylvania  corporation  were  carrying  on  the  contest  for  private 
parties  behind  them,  and  not  for  themselves.  It  was  not  a 
carrying  contest,  but  a  contest  between  two  manufacturers,  the 
one  to  drive  the  other  out  of  existence,  and  so  it  resulted.  The 
New  York  companies  prevailed.  The  Empire  went  to  the  wall. 
Its  pipe  lines  and  its  effects  and  its  refineries  passed  into  the 
hands  of  the  Standard  Oil  Company  for  a  million  dollars  or 
more  in  cash,  and  the  one  great  competitive  refiner  remaining 
was  driven  out  of  existence,  as  the  result  of  that  contest. 

It  is  shown  that  this  destruction  of  the  only  rival  refinery 
of  magnitude  in  this  country,  resulted  not  only  in  additional 
power  to  this  monopoly  but  threatened  a  very  serious  injury 
to  the  business  in  so  far  as  European  export  was  concerned  by 
reason  of  the  deterioration  in  quality  of  the  oil  which  was 
thereupon  exported  to  Europe  by  this  monopoly. 

Like  all  monopolies,  it  relied  not  upon  the  excellence  of  the 
product  for  a  market,  but  upon  being  able  to  control  the  manu¬ 
facture. 

It  is  pretended  or  it  may  be  pretended  that  this  driving  out 
of  existence  of  the  Empire  Transportation  Company  was 
simply  incidental  to  a  railway  contest  as  to  rates.  Our  railway 
officials  confess  that  thev  did  not  know  at  what  rates  the 
others  were  carrying  ;  that  they  did  not  care  at  what  rates 
the  others  were  carrying.  Mr.  Cassatt  testified  as  to  the 
Empire  Transportation  Company  ;  he  wTanted  it  and  a  few  out¬ 
side  refiners  to  live  as  against  the  Standard  Oil  Company. 
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The  New  York  companies  were  carrying  on  the  contest  for  the 
Standard  ;  they  were  as  much  in  the  dark  as  the  Pennsylvania 
Company  was  as  to  the  rates  at  which  the  other  was  carrying, 
and  the  business  had  to  find  an  outlet  through  these  various 
trunk  lines ;  there  was  none  other,  and  hence  the  competition 
between  them  was  not  for  the  business,  but  as  before  observed, 
for  the  powers  behind  them,  in  whose  behalf  the  contest  was 
made.  The  conditions  under  which  the  sales  were  made  are 
detailed  by  Mr.  Cassatt. 

He,  the  Vice-President  of  the  Pennsylvania  Railroad 
Company,  in  his  testimony,  taken  in  Pennsylvania  in  the 
case  of  the  Commonwealth  of  Pennsylvania  ^.^Pennsylvania 
Railroad  Company,  stated,  that  a  meeting  of  the  representa¬ 
tives  of  the  Standard  Oil  Company  and  of  the  Pennsylvania 
Railroad  Company  took  place  in  September,  1877,  in  reference 
to  the  cessation  of  the  contest  between  the  Standard  Oil  Com¬ 
pany  and  the  Empire  Transportation  Company. 

He  said  that,  in  the  discussion,  “they  (the  Standard)  insisted 
that  they  could  not  make  any  arrangement  with  us  for  the 
transportation  of  their  oil  so  long  as  that  transportation  was 
carried  on  by  an  organization  which  was  their  rival  in  the  re¬ 
fining  business.  They  insisted  that  the  first  step  towards 
making  a  specific  contract  with  them  must  be  that  we  or  our 
representatives  in  the  oil  business  must  go  out  of  the  refining 
business.  In  that  they  -were  supported  by  the  New  York 
Central  Railroad,  the  Erie  Railroad,  and  by  the  Baltimore  & 
Ohio  Railroad  ;  all  of  which  companies  looked  with  a  great 
deal  of  jealousy  upon  our  having  any  control  of  the  refining 
interest  which  we  had  through  the  Empire  Line.  They  claimed 
it  was  not  our  legitimate  business,  and  that  it  gave  us  a  con¬ 
trol  of  the  business  they  did  not  have,  and  it  was  a  constant 
menace  to  them.” 

Mr.  Cassatt  stated  that  he  had  no  doubt  that  the  United 
Pipe  Line  was  at  the  time  of  these  negotiations,  co-operating 
with  the  Standard  Oil  Company. 

He  was  asked  to  state  what  the  Standard  insisted  upon  as 
a  condition  for  coming  on  the  Pennsylvania  Road,  and  he  an¬ 
swered,  “  They  insisted  that  the  first  condition  of  their  coming 
back  on  our  line  to  ship  oil  over  our  road  must  be  that  the 
Empire  Transportation  Co.,  which  company  did  all  our  oil  busi¬ 
ness,  represented  us  in  the  oil  business,  must  cease  the  refin¬ 
ing  of  oil  in  competition  with  them.  The  Empire  Transporta- 
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tion  Company  objected  to  going  out  of  the  refining  business, 
and  called  upon  us  to  buy  them  out,  and  close  their  contract. 
They  said  they  would  prefer  to  be  bought  out,  and  go  out  of 
the  business  entirely,  rather  than  to  go  out  of  the  refining  busi¬ 
ness.”  That  is,  the  Standard  insisted  that  they  should  cease 
to  refine  oil  as  a  rival  of  theirs,  in  which  insistance  they  were 
supported  by  the  trunk  lines,  so  that  their  own  customer,  the 
Standard,  may  divide  the  business  they  had  exclusively  with 
their  rival,  the  Pennsylvania  Co. 

He  proceeds  :  “  Mr.  Vanderbilt,  on  many  occasions  objected 
to  our  having  any  interest,  directly  or  indirectly,  in  the  busi¬ 
ness.  Mr.  Jewett  took  the  same  position.  Both  on  many  occa¬ 
sions  strongly  objected  to  our  company,  directly  or  indirectly, 
or  through  any  of  its  agencies,  being  interested  in  the  refining 
business ;  so  did  the  Baltimore  &  Ohio  Bailroad  through  Mr. 
King,  Mr.  Garrett  and  others  at  various  times.” 

He  goes  on  to  testify  that  the  question  then  came  up  as  to 
who  should  buy  the  plant  of  the  Empire  Transportation  Com¬ 
pany.  The  Standard  wanted  the  Pennsylvania  Company  to 
buy  the  Pipe  Lines  ;  but  it  resulted  in  the  Standard  buying 
the  Pipe  Lines  and  the  refining  property.  They  bought  it 
direct  from  the  Entire  Transportation  Company.  Mr.  John 
D.  Bockefeller  and  Mr.  Flagler  represented  the  Standard  in 
these  negotiations. 

Now,  it  seemed  at  last  at  the  end  of  this  fight  as  though  the 
Standard  had  complete  control  of  the  market  and  that  there¬ 
after  there  would  be  no  further  occasion  for  railway  contests  to 
maintain  the  Standard’s  monopoly.  But  there  were  a  few  small 
outside  refiners  and  producers  who  could  neither  be  cajoled 
nor  bullied  into  the  combination,  and  who  survived  every  at¬ 
tempt  to  ruin  them  and  who  contrived  to  find  an  outlet.  This 
was  done  by  using  a  road  to  Buffalo — building  canal  boats  con¬ 
taining  tanks,  and  thus  through  the  slow  avenue  of  the  canal 
bring  their  product  to  market.  This  was  necessarily  so  tedious 
and  slow  a  method  that  it  gave  to  the  Standard,  even  had  it 
been  charged  higher  rates,  considerable  advantage  over  the 
outside  shippers.  Yet,  not  satisfied  with  this  advantage, 
another  war  of  rates  was  commenced  as  against  the  outside 
shipments  by  way  of  canal,  and  the  Standard  once  more 
dictated  to  the  railway  companies  a  further  reduction,  which 
brought  down  the  rate  to  the  Standard  to  60  cents  net  a 
barrel  from  about  82  cents  which  it  had  been  just  previously. 
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At  that  time  the  Standard  combination  comprised — the 
Standard  Oil  Companies  of  Cleveland  and  Pittsburg,  Acme 
Oil  Company,  Devoe  Manufacturing  Company,  Charles  Pratt 
&  Co.,  J.  A.  Bostwick,  Warden,  Frew  &  Co.,  Eclipse  Refining 
Company,  Galena  Oil  Works,  Imperial  Oil  Company  and  others 
of  less  consequence. 

And  now  comes  upon  the  scene  a  new  figure — the  American 
Transfer  Company.  We  have  upon  the  fact  of  22  cents  a 
barrel  on  crude  paid  to  it,  two  inconsistent  statements  as  to  the 
New  York  lines,  and  a  third  statement  from  the  Pennsylvania 
Company,  differing  from  the  two  explanations  that  we  have 
from  the  New  York  companies. 

Tliejwenty-two  cents  a  barrel  which  the  American  Transfer 
Company  obtained,  Mr.  Cassatt  states  was  in  the  nature  of  a 
rebate  and  not  for  any  services  rendered  by  the  American 
Transfer  Company,  and  he  frankly  confesses  that  the  American 
Transfer  Company  did  not  furnish  any  oil,  and  that  the  com¬ 
putation  was  made  upon  every  barrel  of  crude  that  the  com¬ 
pany  transported  to  tide- water,  and  that  this  payment  was 
made  after  becoming  satisfied  that  a  like  or  a  larger  payment 
was  made  under  like  circumstances  by  the  New  York  roads. 

The  Erie  Company  insist  upon  it  that  it  pays  the  20  cents 
pipeage  to  the  American  Transfer  Company,  only  upon  all  oil 
transported  through  the  pipes  of  such  company.  And  that 
they  get  no  oil  except  through  the  pipes  of  the  American 
Transfer  Company. 

The  disingenuousness  of  this  answer  is  best  appreciated  by  a 
glance  at  the  map  furnished  by  Mr.  Blanchard  and  his  connec¬ 
tion  with  it — but  of  this  more  presently.  The  New  York  Central 
insists  that  it  pays  nothing  to  the  American  Transfer  Company, 
but  pays  the  twenty  cents  rebate  direct  to  the  Standard  Oil 
Company.  If  the  statements  of  the  New  York  companies  are 
true,  it  exhibits  a  curiously  loose  condition  of  the  administra¬ 
tion  of  the  Pennsylvania  Railroad  Company,  a  corporation 
which  we  were  led  to  believe  is  closely  and  skillfully  man¬ 
aged,  to  have  paid  rebates  and  drawbacks  amounting  in  a 
single  month  to  $64,000.  This  payment  being  made  upon  a 
representation  on  the  part  of  the  American  Transfer  Com¬ 
pany,  for  which  there  was  no  warrant  or  authority,  which, 
if  the  statements  made  by  the  New  York  companies  before 
this  Committee  are  true,  was  a  complete  fabrication,  accom¬ 
panied  by  pretended  documents  showing  payments  which 
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never  were  made.  Indeed,  the  inference  is  raised  by  Cassatt’s 
testimony  and  these  denials  that  the  American  Transfer  Com- 
pany  and  the  Standard  Oil  Company  resort  to  false  pretenses 
as  one  of  their  methods  of  doing  business. 

Now  let  us  take  a  glance  at  this  map  which  Mr.  Blanchard 
has  presented. 

The  Committee  will  see  that  there  is  a  vast  number  of  lines 
running  through  the  Bradford  District,  which  are  marked  in 
blue  here  without  any  name  appended  thereto  :  that  there  are 
two  little  spurs  marked  “A.  T.  Co.,”  which  lead  to  the  infer¬ 
ence  that  the  whole  of  this  yast  property  belongs  to  the 
American  Transfer  Company.  These  spurs  are  colored  on  the 
map  so  closely  like  the  main  body  of  the  lines  representing 
the  pipe  lines  as  to  lead  a  careless  observer  to  suppose  that 
they  are  all  one  system  ;  and  they  were  presented  to  this 
Committee  as  one  system — -as  that  of  the  American  Transfer 
Company.  And  when  Mr.  Blanchard  was  asked  about  the 
meaning  of  the  different  colors  upon  this  map  he  testified  that 
it  was  the  different  years  when  they  were  built.  And  the  fol¬ 
lowing  day  when  he  came  before  the  Committee,  on  being 
again  interrogated  upon  the  subject  he  stated  that  he  first 
learned  that  morning  that  the  great  body  of  these  lines  marked 
in  blue  had  been  leased  by  the  American  Transfer  Company 
to  the  United  Pipe  Lines,  this  year,  and  that  these  spurs  were 
all  that  remained  to  the  American  Transfer  Company. 

Now,  the  truth  is  that  the  spurs  only  were  all  that  ever  be¬ 
longed  to  the  American  Transfer  Company,  and  they  were  built 
simply  for  the  purpose  of  rendering  to  the  railroad  corpora¬ 
tions  an  excuse  to  pay  that  22  cents  rebate,  as  represented  by 
Mr.  Cassatt’s  testimony,  and  not  for  the  actual  purposes  of 
pipeage. 

There  was  no  reason,  clearly,  why  the  United  Pipe  Lines 
themselves  could  not  have  built  these  petty  spurs  without  the 
instrumentality  of  the  American  Transfer  Company. 

Mr.  Welch’s  testimony  is  adequate  and  complete  upon  the 
point  that  the  American  Transfer  Company,  neither  as  a  trans¬ 
fer  company  nor  as  a  storer  of  oil,  is  known  in  the  oil  regions, 
and  the  T  nited  Pipe  Lines  is  the  only  known  organization 
there  representing  the  system  of  pipes  shown  upon  the  map. 

This  map,  put  before  us  by  Mr.  Blanchard  with  so  much  pa¬ 
rade  as  showing  what  the  American  Transfer  Company  owns, 
I  now  propose  to  submit  to  an  analysis.  It  pretended  to  show 
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what  the  American  Transfer  owns  in  the  way  of  lines,  and  the 
skill  with  which  that  map  is  drawn  is  another  piece  of  adroit¬ 
ness  which  I  trust  does  not  find  its  home  anywhere  else  except 
in  the  offices  of  railway  companies  and  Standard  Oil  people. 
The  lines  are  all  in  dark  blue  and  blue  green,  and  require  almost 
a  chromograph  for  the  purpose  of  discerning  the  distinctions  in 
color.  There  are  but  two  points  marked  on  that  whole  map  as 
belonging  to  anybody,  and  those  two  points  are  “  A.  T.  Co.,” 
so  as  to  lead  to  the  inference  on  the  part  of  this  Committee 
and  the  counsel  of  the  Chamber  of  Commerce  that  this  is  a 
map  of  lines  belonging  to  the  American  Transfer  Company, 
and  that  no  other  organization  nor  persons  had  any  interest  in 
these  lines.  A  cursory  look  at  this  map  does  not  produce 
upon  the  sensory  nerves  any  distinction  of  color ;  and  it  can¬ 
not  produce  upon  the  nerves,  however  delicate,  of  anybody, 
any  sensation  that  there  is  any  other  pipe  line  marked  there 
except  that  of  the  American  Transfer  Company,  and  when  Mr. 
Blanchard  was  confronted  with  the  denial  of  the  claim  he  had 
made,  that  the  lines  in  green  meant  construction  in  a  different 
year  from  the  lines  in  blue,  he  took  the  position  that  he  under- 
sood  that  very  morning,  forsooth,  that  some  of  these  lines  had 
been  leased  by  the  American  Transfer  Company  to  the  United 
Pipe  Lines.  Now,  therefore,  there  is  in  this  map  one  of 
those  instances  of  giving  information  while  witholding  it,  of 
which  we  have  had  such  numerous  examples  from  the  railway 
corporations  during  this  investigation.  It  is  worse  than  that ; 
it  is  a  suggestio  falsi,  as  the  lawyers  say,  of  the  worst  possible 
description.  The  cunning  of  making  these  lines  dark  blue 
and  blue  green,  and  of  putting  this  “A.  T.  Co.”  at  both  ends  in 
blue  green,  is  one  that  justifies  to  some  degree  the  remark  of 
Mr.  Yanderbilt  that  “  those  oil  fellows  are  very  smart.” 

What  is  the  fact  in  relation  to  this  map  ?  There  is  no  such 
concern  as  the  American  Transfer  Company  in  the  oil  regions. 
It  is  known  only  as  a  transferer  of  money  from  the  pockets  of 
the  railroad  corporations  to  the  Standard  Oil  Company.  That 
is  its  only  transferring  business,  because,  according  to  the 
laws  of  Pennsylvania,  every  incorporated  pipe-line  must  report 
monthly  what  pipeage  it  does  and  what  tankage  it  has,  for  the 
purpose  of  giving  information  to  the  State,  and  the  American 
Transfer  Company  does  not  transfer  a  barrel  or  a  gallon  of  oil, 
nor  does  it  hold  a  gallon  of  oil  in  its  tanks. 
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There  can  be  no  question,  however,  but  that  the  American 
Transfer  Company  and  the  Standard  Oil  Company  are  identi¬ 
cal  in  character,  that  they  have  the  same  officers  and  same 
disbursing  agents,  that  it  is  the  same  instrumentality  under  a 
different  name,  and  that  whatever  lines  the  American  Transfer 
Company  has  in  the  way  of  pipe  lines  is  a  mere  extension  of 
the  United  Pipe  Line — part  of  the  old  property  of  the  Empire 
Transportation  Company,  called  the  United  Lines—  and  that 
through  the  instrumentality  of  these  three  organizations,  all 
controlled  by  the  Standard,  the  pipe  line  system,  with  but 
trifling  exceptions,  in  the  oil  regions,  passed  also  into  the  hands 
of  this  great  monopoly. 

But,  says  the  Erie  Company:  “We  make  a  contract  with  the 
American  Transfer  Company  to  give  us  oil.”  It  was  a  contract 
to  tap  the  United  Pipe  Lines  under  the  name  of  the  American 
Transfer  Company,  for  the  purpose  of  giving  to  the  United 
Pipe  Lines  an  additional  rebate.  It  is  another  one  of  these 
pretenses  that  we  have  had  before  us  in  the  shape  of  the  offer 
to  Mr.  Olin  to  transport  his  petroleum  if  lie  would  build  the 
cars,  and  on  the  part  of  the  New  York  Central  Company,  that 
they  could  not  act  with  decency  to  other  shippers,  because 
they  had  not  the  facilities  for  transportation. 

But  there  seems  to  have  been  nothing  that  escaped  the  de¬ 
vices  and  ingenuity  of  the  Standard  Oil  Company,  coupled 
and  connected  with  nothing  short  of  mental  paralysis,  that 
seized  upon  the  railway  transportation  departments.  No 
chance  was  permitted  to  escape  from  the  hands  of  the  monop¬ 
oly  for  the  purpose  of  securing  to  it,  if  possible,  for  all  time, 
the  absolute  control  of  this  traffic  and  of  the  railways. 

Not  content  with  getting  in  advance  possession  of  the  whole 
transportation  facilities  of  the  Erie  Company;  not  content 
with  owning  all  the  transportation  facilities  over  the  New  York 
Central  Railway,  not  content  with  having  driven  the  Pennsyl¬ 
vania  Company  out  of  business  as  an  oil  refiner  and  carrier  ex¬ 
cept  for  itself,  it  determined  to  have  possession  of  the  terminal 
facilities  of  the  two  great  New  York  lines  ;  and  the  wicked¬ 
ness  of  that  is  only  equaled  by  the  wickedness  of  the  other 
things  that  were  done  by  the  railway  corporations  in  connec¬ 
tion  with  the  Standard. 

The  Erie  Railway  Company  deliberately  leases  to  the  Stand¬ 
ard  Oil  Company  those  terminal  facilities  which,  with  so  mucn 
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parade,  they  exhibited  to  this  Committee  when  we  went  round 
the  harbor  some  §ix  months  ago.  We  saw  the  oil  come  in, 
saw  it  put  into  tanks,  and  we  saw  vessels  there  laden  with  oil 
and  we  were  told :  “  These  are  the  Erie  Railway  Company’s 
facilities  and  we  witnessed  with  what  pride — the  just  pride, 
as  we  thought — that  the  officers  of  the  Erie  seemed  to  take,  in 
the  fact  that  they  afforded  as  to  this  product  some  reasonably 
fair  facilities  to  this  great  port  of  New  York.  They  did  not 
tell  us  then  that  this  “  terminal  facility”  point  was  in  the  hands 
of  the  Standard  Oil  Company  ;  that  we  were  there  not  as 
guests  of  the  Erie  Railway  Company,  but  trespassers,  so  far 
as  the  Standard  Oil  Company  was  concerned,  and  that  they 
had  not  any  right  even  to  show  us  about  that  quarter.  They 
did  not  tell  us  that  if  by  any  possibility  a  barrel  of  refined  oil 
or  a  tank  of  crude  oil  should  be  able  to  get  over  that  road,  the 
Standard  Company  has  its  maw  ready  for  it.  If  there  was  any 
treachery  in  the  office  of  the  Erie  Company  against  the  interests 
of  the  Standard  Company,  if  by  any  accident  there  should  be 
any  oil  run  over  that  road  that  did  not  come  for  the  Standard, 
the  Standard  wanted  positive  assurance  that  they  could  get 
control  of  it.  The  astute  heads  of  the  Standard  combination 
felt  that  there  was  no  security  for  them  except  by  having 
physical  hold  at  both  ends  of  the  line.  They  trusted  the  rail¬ 
way  companies  no  more  than  they  deserved  to  be  trusted, 
although  they  controlled  them  and  mounted  them.  There  was 
no  safety  for  them  unless  they  had  the  terminal  facilities  in 
their  own  hands,  so  that  nothing  could  be  shipped  from  the 
port  of  New  York  that  did  not  pass  through  the  hands  of  the 
Standard  combination.  So  that,  notwithstanding  the  contract 
made  with  the  Erie  Company,  which  said,  “  we  will  carry  your 
oil  for  you,  and  for  you  exclusively,”  if  the  Erie  Railway  Com¬ 
pany  should  secretly  break  that  contract,  and  give  to  some  poor, 
needy  man  the  facilities  for  transportation  which  he  wanted,  the 
Standard  would  know  it  and  could  stop  it,  and  that  is  the  mean¬ 
ing  why  the  terminal  facilities  of  the  great  Erie  Railway  Com¬ 
pany,  after  all  the  expense  to  which  they  were  subjected  in  pro¬ 
viding  these  facilities,  were  placed  in  the  hands  of  this  Standard 
Company.  The  Standard  Company  probably  said,  “We  can’t 
trust  you  railway  people  ;  no  contract  which  can  be  made  with 
you  do  you  regard  as  binding.  We  must  have  possession  of 
your  road  at  its  terminal  points,  otherwise  we  can  have  no 
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safety  with  you/’  And  they  probably  were  right  from  their 
standpoint.  It  was  a  wicked  and  abominable  act,  however,  by 
which  the  terminal  facilities,  provided  at  great  expense  by  this 
great  corporation,  for  the  purpose  of  affording  the  City  of  New 
York  facilities  to  ship  its  oil  in  competition  with  its  sister  cities, 
to  place  them  in  the  hands  of  this  monopoly,  so  that  nobody 
■else  could  get  any  oil  from  the  road.  Remember,  too,  that 
with  the  Erie  Railroad  this  was  not  a  new  question.  Under 
the  corrupt  Fisk-Gould  regime  Bostwick  had  possession.  Gen¬ 
eral  Dix  put  him  out.  Under  the  virtuous  Jewett-Blanchard 
administration,  we  find  Bostwick,  with  all  his  Standard  rela¬ 
tives,  back  again  in  possession.  At  the  same  time  the  Newr 
York  Central,  that  corporation  which  comes  before  us  with  a 
pretence  of  honest  indignation  that  in  the  building  of  its  ter¬ 
minal  facilities  it  wras  not  aided  by  the  State  nor  City  of 
New  York ;  that  in  building  elevators  it  was  required  to 
expend  millions  of  dollars  for  the  purpose  of  facil¬ 
itating  the  traffic  in  grain ;  they,  forsooth,  had  not 
-a  dollar  in  their  coffers,  and  could  not  raise  a  dol¬ 
lar  from  others,  for  to  provide  proper  terminal  facilities 
tor  oil,  and  were  required  to  go  to  Bostwick  with  his  limited 
■capital  (large  as  it  is,  it  is  limited  as  compared  with  the  New 
York  Central)  and  say  to  him,  “  Mr.  Bostwick  ;  build  us  our 
terminal  facilities.”  Why,  the  pretence  cannot  for  one  instant 
mislead  the  Committee.  It  does  not  for  one  instant  mislead 
me.  The  conditions,  I  say,  which  the  Standard  people  made 
at  that  time  doubtless  were,  “  We  cannot  trust  you,  Newr  York 
Central,  no  more  than  we  can  trust  the  Erie,  that  you  will 
faithfully  keep  your  contract  with  us  ;  we  must  have  possession 
of  your  terminal  facilities,”  and,  to  afford  the  New  York  Cen¬ 
tral  an  excuse,  governed  as  it  is  by  a  shrewder  or  less  shame¬ 
less  policy  than  that  which  governs  the  Erie — (of  a  piece  with 
the  policy  that  had  no  tank  cars  for  Mr.  Olin’s  oil) — they 
say  :  “We  have  nothing  for  individuals  to  receive  oil  in  ;  the 
Standard  has  it  all.”  It  cannot  be  pretended,  any  more  than 
as  to  the  terminal  facilities  necessary  for  the  handling  of  oil, 
that  it  had  not  the  money  to  provide  cars.  But  this  monopoly 
was  to  be  built  up  at  any  expense  and  the  terminal  facilities 
of  our  two  great  corporations  are  in  their  hands,  not  because 
they  need  those  facilities,  but  as  a  guarantee  that  the  contracts 
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that  they  have  with  the  railways,  that  they  are  to  be  the  ex¬ 
clusive  shippers  of  oil,  shall  be  maintained. 

Of  course  there  is  in  the  contract  under  the  would  be  moral 
conditions  under  which  the  railway  companies  manage  so  far 
as  outward  appearances  and  the  world  are  concerned — there 
is  in  the  Erie  contract  a  statement  that  every  shipper  of 
oil  over  the  road  shall  be  treated  with  “  fairness  ”  by  the 
Standard  Oil  Company,  and  our  attention  was  drawn  to  that. 
How  careful  and  how  honestly  the  Erie  Railway  Company 
protects  the  “  outside  world  !  ”  Why,  those  “sharp  fellows,”  as 
Mr.  Vanderbilt  described  them,  are  not  going  to  pay  much  at¬ 
tention  to  that  part  of  the  contract.  In  the  first  place,  they  have 
the  exclusive  shipment  of  oil  and  therefore  nobody  could  ship 
oil,  and  there  was  no  oil  handled  for  anybody  else.  But  if  the 
Erie  Company  should  send  some  for  somebody  else,  why,  the 
sloop  could  not  get  to  the  dock,  and  the  machinery  at  the 
dock  would  not  and  could  not  work  by  any  possibility  so  as  to 
get  that  oil  out  of  that  dock  and  into  a  ship  (except  at  the  end 
of  a  law  suit).  It  is  too  preposterous  for  a  moment  to  suppose 
that  except  with  the  consent  of  the  Standard  Combination,  and 
on  the  payment  to  them  of  what  they  choose  to  exact  from  the 
trade,  they  would  allow  a  barrel  of  oil — “  smart  fellows  ”  as 
they  are — to  get  away  from  that  dock  which  they  have  in 
their  possession,  into  the  hull  of  a  ship. 

We  have  here  an  illustration  of  the  conduct  of  these  two 
great  railway  corporations  in  the  “  Standard  ”  matter,  which 
tears  every  shred  of  the  garb  of  respectability  from  the  backs, 
and  annuls  all  the  claints  of  superior  intelligence,  of  the  pre¬ 
sent  race  of  trunk  line  railroad  managers.  They  cannot,  in  the 
face  of  this  record,  pretend  that  they  have  administered  their 
vast  concerns  with  any  degree  of  intelligence,  because  the 
result,  as  Mr.  Vanderbilt  said  at  Saratoga,  is  that  the  busi¬ 
ness  of  carrying  oil  has  gone- — has  dried  .up,  ancl  is  doomed, 
and  they,  the  railroads,  have  dried  it  up.  The  desperate 
effort — having  closed  the  door  to  every  possible  escape  by 
means  of  railway  companies — that  the  people  of  the  oil  regions 
had  to  make,  to  get  rid  of  the  Standard  tyranny,  produced  the 
Tide  Water  Pipe  Line.  Nothing  short  of  the  ingenuity  that 
is  born  of  necessity  and  desperation  produced  that  Pipe  Line  of 
150  miles  to  tide  water.  It  was  created  because  the  producers 
felt  themselves  in  the  hands  of  the  Standard.  They  were  be¬ 
ing  ground  to  powder  by  the  fact  that  the  Standard  had  pos- 
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session  of  their  local  pipes,  their  tankage  and  their  railways. 
They  could  not  get  an  outlet  over  the  Trunk  Lines,  and  they 
were  bound  to  find  an  outlet,  no  matter  where  or  how.  They 
first  sought  it  by  a  rail  line  to  the  Erie  Canal,  shipping  by 
canal-boats  to  New  York  City  in  competition  with  the  rate 
that  was  made  against  them.  They  were  met  by  the  Standard 
Company,  and  the  railway  trunk  lines  by  a  rail  rate  lower  than 
the  canal  could  carry  it,  or  the  branch  line  could  carry  it  by  the 
canal,  and  with  the  additional  disadvantage  of  a  longer  haul.  As 
the  oil  refiner  could  not  get  out  in  that  w^ay,  he  determined  to  cut 
a  way  out  for  himself.  Therefore  the  Pipe  Line  suggested 
itself.  It  was  not  to  get  a  cheaper  line,  because  they  did  not 
care  what  the  rate  of  transportation  was.  The  producer  does 
not  care  what  the  rate  of  transportation  is,  so  long  as  it  is  not 
so  high  as  to  stop  his  shipment. 

This  conduct  on  the  part  of  these  great  railway  corporations 
which,  during  this  period  of  time  were  spending  millions  of 
dollars  for  coal  lands,  elevators  and  third  tracks,  and  what 
not,  in  refusing  to  supply  transportation  facilities,  and  that  too 
while  the  New  York  Central  was  paying  eight  per  cent  dividend 
on  its  stock,  is  only  one  additional  step  in  the  conspiracy  to  give 
to  this  oil  monopoly  absolute  control  of  the  business. 

Enterprise  after  enterprise  was  compelled  to  go  under  before 
this  corrupt  combination  between  the  railways,  the  storer  of  oil, 
and  manufacturer,  and  no  ingenuity,  no  improvement  in  the  pro¬ 
cess  of  refining  oil,  no  advantages  of  proximity  to  market,  no 
superior  pluck  or  energy  could  prevail  against  the  almost  entire 
absorption  of  this  vast  business  in  a  product  which  had  in¬ 
creased  to  15,265,476  barrels  of  crude  in  1878,  yielding  about 
12,000,000  barrels  of  refined  oil,  in  the  hands  of  the  greatest 
commercial  monopoly  in  the  history  of  the  world.  This 
monopoly,  remember  well,  was  brought  about  entirely  by  a 
combination  between  originally  comparatively  small  capitalists 
and  the  freight  rate  determining  powers  of  the  railway  man¬ 
agement. 

And  here  we  have  an  illustration  in  its  most  complete  form 
of  the  evil  mentioned  in  a  recent  number  of  the  Journal  des 
Economists,  as  the  reason  why  freight  tariffs  should  not  by  any 
possibility  be  permitted  to  remain  under  the  absolute  control 
of  the  railway  manager.  The  writer  says  :  “  that  the  power  is 
dangerous,  which  by  differential  tariffs  gives  into  the  hands  of 
those  companies  the  fortune  or  ruin  of  all  industry  and  trade.” 
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The  ruin  that  was  wrought  is  illustrated  by  the  testimony. 

Mr.  Isaac  L.  Hewtit,  testified  that  his  business  was 
ruined  by  the  Standard  Oil  Company  (p.  2528). 

“  Q.  Had  you  any  interview  with  Mr.  Rockefeller,  the  Presi¬ 
dent  of  the  Standard  Oil  Company,  in  relation  to  the  purchase 
of  your  works?  A.  Yes,  sir. 

Q.  When  was  that  ?  A.  You  mean  to  ask  what  date  that 
was  ?. 

Q.  About  what  period ;  I  do  not  ask  you  to  fix  the  exact 
day?  A.  It  was  the  latter  part  of  1869  or  1870 ;  I  am  not 
clear  which. 

Q.  What  passed  between  you  ?  A.  My  partners  advised  me 
that  the  effect  of  this  movement  had  been  to  destroy  the  com¬ 
mission  business,  which  was  a  large  part  of  our  business  and 
it  affected  the  manufacturing  somewhat  in  the  same  way  and 
wanted  me  to  come  out  there,  and  the  result  of  my  going  out 
there  was  to  verify  the  fact  and  under  the  circumstances  to  da 
the  best  I  could  to  protect  my  interests. 

Q.  What  was  the  condition  of  affairs  when  you  got  there — 
at  Cleveland  ?  A.  A  large  share  of  the  refining  interests  had 
been  compelled  to  sell  out  to  the  Rockefellers,  or  to  the  South 
Improvement  Company  it  was  called  then  ;  Rockefeller  was- 
acting  for  the  South  Improvement  Company  at  that  time. 

Q.  Did  you  find  that  you  could  get  oil  to  market  ?  A.  I 
found  no  trouble  about  that ;  no  trouble  about  getting  oil  ta 
market  all  the  while. 

Q.  But  at  rates  which  would  enable  you  to  compete  with 
others  ?  A.  At  rates  that  cost  us  largely  more  than  anybody 
else. 

Q.  Now  go  on  with  your  interview  with  Mr.  Rockefeller  ? 
A.  I  verified  the  fact,  and  made  up  my  mind  that  I  had  better 
get  out. 

Q.  What  steps  did  you  take  to  get  out ;  what  propositions 
were  made  to  you,  and  what  was  your  interview  with  Mr. 
Rockefeller  in  relation  to  it  ?  A.  A  good  deal  of  it  was  through 
Scofield  and  Alexander  ;  they  visited  Mr.  Rockefeller  ;  I  visited 
him  once,  and  the  result  was  that  he  was  the  only  party  that 
would  buy,  and  he  offered  me  fifty  cents  on  a  dollar,  on  the 
Construction  Account,  and  we  sold  out. 

Q.  Would  you  have  sold  out  but  for  this  arrangement  between 
the  Standard  Oil  Company  or  the  South  Improvement  Com- 
#  pany  with  the  railways  ?  A.  I  would  not  have  sold  out  if  I 
could  have  got  a  fair  show  with  the  railways ;  my  business,  in¬ 
stead  of  being  an  enterprise,  to  buy  and  sell,  became  degraded 
into  running  after  the  railways  and  getting  an  equal  chance 
with  others  ;  that  was  the  business  of  the  oil  trade.” 
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Mr.  Charles  L.  Morehouse,  testified  to  the  same  effect  on  p. 

2628. 

“  Q.  What  became  of  your  refinery  ?  A.  My  refinery  was  built 
with  the  express  understanding  from  John  D.  Rockefeller, 
that  I  should  have  all  the  stock  I  wanted  to  run  the  works  with 
if  I  would  build  the  works  ;  I  went  on  in  good  faith  and  built 
the  works,  and  soon  after  that  I  was  cVampeddown,  and  instead 
of  having  85  barrels  a  day  of  residuum  run  by  them,  for  re¬ 
running  into  distillate,  (25  gravity),  I  was  cramped  down  to 
12  barrels  ;  I  saw  readily  what  that  meant;  that  meant  squeeze 
you  out — buy  your  works  ;  they  have  got  the  works,  and  are 
running  them  ;  I  am  without  anything. 

Q.  What  rate  did  they  buy  you  out  at  ?  A.  They  paid  about 
$15,000,  for  what  cost  me  $41,000. 

Q.  Had  you  a  difficulty  in  getting  your  product  to  market  ? 
A.  I  had  not  if  I  would  pay  $2  and  $1.50  freight ;  I  could  get 
all  I  wanted. 

Q.  But  you  could  not  get  their  rate  ?  A.  No,  sir. 

Bv  the  Chairman  : 

Q.  Do  you  know  what  their  rate  was  at  that  time  ?  A.  I 
was  told  it  was  about  70  or  75  cents,  but  I  never  could  reach 
any  such  freight. 

By  Mr.  Stenre  : 

Q.  Was  the  difference  sufficiently  great  to  cause  your  ruin 
and  their  profit  ?  A.  I  think  they  are  making  a  profit  over  my 
ruin. 

Q.  I  mean  was  the  difference  sufficiently  great  to  drive  you 
necessarily  out  of  the  business,  and  rob  you  of  profit  ?  A. 
Certainly  it  was ;  I  had  the  capital  right  there  with  me  to  in¬ 
vest  and  push  this  thing  to  the  utmost  extremity,  and  make 
money  ;  for  we  had  always  made  money  from  the  start,  but 
we  could  not  get  but  twelve  barrels  a  day,  and  they  had  the 
oil  in  their  tanks  at  that  time,  for  I  know  a  man  in  this  city 
that  saw  it  there.” 

And  now  what  has  been  the  result  of  this  wonderful  com¬ 
bination  of  venality  and  imbecility  ? 

The  people  of  the  oil  regions  were  restive  under  this  corrupt 
domination  and  they  joined  hands  with  the  outside  refiners,  and 
the  producer  to  find  a  market ;  and  they,  after  much  opposition, 
extended  an  independent  pipe  line  to  Williamsport,  Pennsyl¬ 
vania,  a  distance  of  about  105  miles,  and  there  connected  with 
rail  by  the  Reading  and  the  New  Jersey  Central  Companies  to 
New  York  and  Philadelphia.  And  now  to  meet  this  competi¬ 
tion  the  railways  haul  for  the  Standard  Oil  combination  at 
less  than  30  cents  a  barrel,  a  distance  of  450  miles  with  the 
cars  going  back  the  whole  distance  empty. 
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The  pretence  has  been  put  forward  that  this  tidewater  com¬ 
pany  serves  the  interests  of  people  outside  of  the  State  of  New 
York,  and  carries  this  oil  mainly  into  Philadelphia,  Baltimore, 
etc.,  and  that  the  New  York  roads  are  performing  a  duty  to 
the  citizens  of  this  State  in  fighting  the  tide  water  line  on 
behalf  of  the  Standard  Oil  Company. 

A  complete  answer  to  all  this  is  the  one  furnished  by  Mr. 
Welch,  that  94  per  cent,  of  all  the  oil  that  was  moved  by  the 
tide  water  line,  from  its  inception  to  November  Tst,  1879,  went 
to  New  York  ;  six  per  cent,  went  to  all  other  points  ;  whereas  the 
oil  pool  of  the  Standard,  embracing  the  Pennsylvania,  Erie  and 
New  York  roads,  carries  from  the  oil  regions  to  New  York  but 
50Aj  per  cent,  of  all  the  oil  that  it  takes  from  the  oil  region. 
Therefore  the  Standard  pool  of  the  railways  under  the  direc¬ 
tion  of  the  Standard  combination  takes  a  very  much  larger 
proportion  of  their  traffic  to  cities  other  than  New  York  than 
the  tide  water  line. 

What  so  readily  might  have  been  foreseen  if  our  railway 
managers  had  had  the  slightest  regard  for  their  duty  to  the 
public,  not  to  speak  of  their  duty  to  stockholders,  has  come  to 
pass — that  they  have  lost  all  profits  on  this  enormous  traffic 
which,  at  a  dollar  per  barrel  crude  must  have  brought  to  them 
at  least  $10,000,000  per  year,  which  the}r  so  easily  could  have 
continuously  earned  if  they  had  dealt  with  equal  fairness  to  all 
producers  and  refiners. 

Now  let  us  see  what  would  have  happened  if  they  had,  in¬ 
stead  of  attempting  to  benefit  a  particular  corporation  by  a 
rebate,  dealt  with  equal  fairness  with  all  producers  and  re¬ 
finers.  The  open  rate  was  $2.80  a  barrel  in  1872.  The 
product  then  cost  $3.84  per  barrel  on  cars  ;  laid  down  at  New 
York  it  yielded  $6.64  per  barrel.  The  refined  product  cost 
about  50  per  cent.  more. 

This  product  even  then — before  the  Butler  and  Bradford 
district  lessened  its  price  and  added  largely  to  its  produc¬ 
tion — was  the  cheapest  lubricating  and  illuminating  product 
in  the  world.  There  was  absolutely  nothing  that  could  be 
brought  in  competition  with  it. 

Export  was  carried  on  at  remunerative  rates,  and  the  export 
traffic  was  constantly  increasing.  Everybody  would  have 
been  willing  to  have  paid  this  rate,  because  added  to  the 
commodity  it  would  largely  have  fallen  upon  the  consumer  in 
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Europe.  Mr.  Bernheimer  testifies  that  he  had  no  fault  to 
find  with  the  rate  ;  it  was  the  discrimination  that  drove  him 
out.  In  that  respect  a  freight  charge  upon  petroleum  differed 
from  the  freight  charge  upon  grain,  because  as  we  had  in  petroli- 
um  the  monopoly  of  the  product  the  ultimate  rate  to  the  consum¬ 
er  was  an  arbitrary  one — the  price  yielded  being  the  amount 
fixed  for  the  product,  plus  the  freight  charge  anfl  the  profit 
thereon — instead  of  being,  as  in  the  case  of  grain,  a  price  fixed  or 
determined  by  the  competition  with  Austrian,  Russian  and 
Egyptian  cereals.  And,  therefore,  practically,  almost  for  an  in¬ 
definite  period  of  time,  this  product  would,  in  railway  parlance, 
have  borne  a  high  freight  charge  if  its  storage  by  pipe  lines  had 
been  in  the  hands  of  numerous  people,  its  refining  in  the 
hands  of  large  numbers  of  refineries,  who  would  have  vied 
with  each  other  in  bringing  their  product  to  market,  and  who, 
if  they  all  had  stood  an  equal  chance  at  the  hands  of  the  rail¬ 
way,  could  all  have  done  business  at  an  average  remunerative 
rate,  varied  by  the  skill  in  the  business,  proximity  to  market, 
intelligence  in  the  location  of  refineries,  and  facilities  for  ob¬ 
taining  the  crude  oil.  As  Mr.  Bostwick  himself  says  in  these 
proceedings  : 

“  MTe  don’t  wTant  you  (the  railroad)  to  put  your  rate  up  so  as 
to  affect  that  (successful  foreign  competition),  but  anything  this 
side  of  that  it  don’t  make  any  difference  to  us ;  it  don't  make 
any  difference  to  the  producer,  it  don’t  make  any  difference  to 
anybody  whether  you  get  a  fair  paying  rate  or  whether  you 
are  hauling  the  oil  for  nothing.” 

This  normal  condition  of  the  market  would  haye  been  a 
benefit  to  the  railway,  because  there  would  have  been  compe¬ 
tition  for  the  railway  facilities  for  transportation  instead  of 
the  railway  being  dependent,  as  it  has  become  of  late  years, 
entirely  upon  a  single  customer. 

All  this  natural  condition  was  changed  and  reversed  by  the 
conduct  of  the  railway  corporations  themselves.  They  created 
a  monstrous  monopoly,  which  ruthlessly  crushed  out  by 
the  aid  of  the  railways — they  could  not  have  done  it  without 
the  aid  of  the  railways — all  competition.  They  demoralized 
the  w’hole  trade ;  the  railways  abstained  from  being  carriers 
in  the  sense  of  affording  transportation  facilities  by  means  of 
cars  ;  they  mocked  the  man  outside  of  the  monopoly  by  a 
pretense  of  offering  facilities  wdien  they  never  meant  to  give 


90 


any,  and  in  that  respect  Mr.  Jewett’s  testimony  is  interesting 
in  character,  when  he  offered  Mr.  Ohlen,  when  he  desired, 
to  bring  ten  thousand  barrels  of  oil  to  market  to  fill  an 
order,  to  allow  him  to  do  so,  if  he,  Mr.  Ohlen,  would  build 
oil  cars.  And  this  monopoly  dictated  terms  at  which  the  rail¬ 
way  was  to  carry  the  product  of  which  it  had  the  sole  control, 
and  it  resulted  in  the  end  in  making  the  carrying  of  the  product 
utterly  unprofitable  by  reason  of  the  desperate  expedients  to 
which  it  forced  those  not  in  the  monopoly  to  resort,  and  this 
monoply  now  is  withdrawing  this  business  from  the  railways 
by  building  its  own  pipe  line  to  the  lake,  and  the  time  may 
shortly  be  at  hand  when  the  railways  will  not  carry  for  pur¬ 
poses  of  export  a  dollar’s  worth  of  oil. 

This  chapter  of  American  railway  history  exhibits  the  most 
shameless  perversion  of  the  duties  of  a  common  carrier  to 
private  ends  that  has  taken  place  in  the  history  of  the  world* 
It  exhibits  more  clearly  than  any  other  example  could  have 
exhibited  the  fact  that  railway  charges  are  in  the  nature  of 
taxes  and  that  the  description  given  by  the  Supreme  Court  of 
the  United  States  of  the  power  of  taxation,  that  it  is  the  power 
to  destroy,  is  absolutely  true  of  railway  tariffs. 

In  no  example  can  the  manner  in  which  the  special  rate 
originates,  develops  and  destroys  its  own  purposes,  plagues  the 
inventors  and  injures  the  railways  themselves,  be  better  fol¬ 
lowed  and  studied  ;  in  no  way  can  the  future  student  of 
American  railway  history  be  better  instructed  as  to  the  conse¬ 
quences  of  leaving  railway  management  to  take  care  of  itself 
than  by  a  careful  examination  of  the  history  and  the  rise  aod 
progress  of  the  Standard  Oil  combination. 

Except  in  so  far  as  the  railway  officers  who  have  an  actual 
interest  in,  and  honestly  mean  to  manage  in  that  interest  their 
railway,  may  be  taught  a  lesson  by  the  results  of  their  Stand¬ 
ard  Oil  arrangements,  which  may,  at  least,  deter  them  from 
attempting  to  repeat  their  experience  again,  what  is  there  to 
prevent  the  creation  of  like  monopolies  in  any  other  product 
of  our  country  ?  If  the  great  trunk  lines  should  determine, 
in  the  language  of  the  South  Improvement  Company  con¬ 
tract,  to  overcome  in  behalf  of  the  particular  corporation 
or  individual  all  competition,  there  is  no  reason  why  one 
set  of  millers  should  not,  by  special  rates  in  their  favor 
and  special  rates  against  other  millers,  absorb  the  milling  in- 
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terests  of  the  United  States  ;  or  one  set  of  pork-packers  absorb 
the  pork-packing  interests  of  the  United  States ;  one  firm  or 
corporation  absorb  the  fresh-meat  industry  of  the  United 
States,  and  thus  create  monopolies  in  every  branch  of  food- 
products  with  which  we  supply  European  countries  and  which 
form  important  elements  of  export ;  indeed,  a  combination  of 
the  South  and  Southwestern  railways  with  certain  cotton  factors 
could  monopolize  the  cotton  business  in  the  hands  of  a  few 
men. 

The  railway  charge  is  so  important  an  element  in  the  price 
of  every  commodity  that  is  carried  from  a  distance  in  the 
United  States  and  intended  for  export,  that  it  is  within  the 
power  of  our  railway  magnates  to  become  partners  in  every 
special  line  of  occupation,  and  it  is  this  power  to  destroy  and 
to  build  up  which  no  community  can  allow  to  roam  and  exer¬ 
cise  itself  unchecked,  which  must  be  restrained,  curbed  and 
rendered  subservient  to  the  general  public  weal  through  the 
instrumentality  of  wfise  legislation,  rigidly  enforced. 

We  did  not  get  the  benefit  of  the  information  that  the 
Standard  people  could  have  given  as  to  howT  these  rates  to 
them  originated,  and  how  their  business  was  developed  ;  we 
were  made  dependent  upon  information  outside  of  what  they 
might  have  given. 

The  indictment  in  Pennsylvania  against  them  as  conspira¬ 
tors,  threatening,  as  it  did,  a  possible,  and  now  a  probable,  re¬ 
quisition  for  their  delivery,  to  be  dealt  with  by  a  neighboring 
commonwealth,  gave  them  a  convenient  excuse  for  withhold¬ 
ing  all  information  from  this  Committee. 

I  hope  that  the  incoming  Legislature  will  have  sufficient 
dignity  and  character,  upon  the  report  of  this  Committee,  to 
visit  with  immediate  punishment  their  refusal  to  answer.  And 
here  let  me  say,  that  it  is  not  within  my  province  to 
characterize  the  offence  of  the  men  who  were  willing 
by  an  unfair  advantage  over  their  competitors,  and 
by  means  of  an  unlawful  combination  with  railroad  managers, 
to  ruin  vast  enterprises,  laborious  achievements,  and  destroy 
well  grounded  hopes  of  a  reasonable  profit  in  a  fairly  remuner¬ 
ative  business  of  numerous  heads  of  families,  whose  only 
wrong  was  that  they  were  engaged  in  a  business  which  they 
had  a  right  to  believe  was  free  and  open  to  all.  But  as 
already  said,  the  claim  made  by  Judge  Shipman  and  Mr. 
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Depew,  that  our  railway  managers  are  governed  by  ordinary 
sound  business  and  moral  principles  is  negatived  by  this 
exhibit  of  what  they  were  willing  to  do  in  this  case,  and  what 
it  is  fair  to  assume  they  will,  under  like  temptations,  do  in  any 
other  case. 


THROUGH  TRAFFIC. 

Let  us  take  up  the  general  question  of  railway  tariffs ;  first 
as  to  through  traffic. 

The  second  of  the  four  cardinal  rules  laid  down  by  Adam 
Smith,  in  relation  to  taxation  is  : 

“  2.  The  certainty  of  what  each  individual  ought  to  pay  is,  in 
♦taxation,  a  matter  of  so  much  importance,  that  a  very  consider¬ 
able  degree  of  inequality,  it  appears,  I  believe,  from  the  ex¬ 
perience  of  all  nations,  is  not  near  so  great  an  evil  as  a  very 
small  degree  of  uncertainty.” 

You  will  see  from  this  that  he  puts  more  stress  upon  cer¬ 
tainty  of  amount  and  impossibility  of  escape  from  taxation, 
and  that  it  shall  be  collected  without  favoritism,  than  upon  the 
question  of  whether  the  tax  be  high  or  low. 

Of  course,  if  the  tax  is  too  high,  it  destroys  the  object  it  is 
taxing.  Shakespeare  makes  Henry  VIII.  say,  when  Queen 
Katherine  presents  to  him  the  petition  of  the  tax-ridden  peo¬ 
ple,  showing  the  commissions  that  Wolsey  had  authorized  for 
taking  the  sixth  part  of  all  men’s  possessions : 

“  Sixth  part  of  each  !  A  trembling  contribution. 

Why,  we  take  from  every  tree,  lop,  bark,  and  part  of  timber, 

And  though  we  leave  it  with  the  root,  thus  hacked 
The  air  will  drink  the  sap.” 

I  have  before  observed  that  railway  charges  are  in  the  na¬ 
ture  of  taxes  ;  they  enter  into  each  article.  The  commerce 
of  the  world  lias  long  ago  made  it  unprofitable  that  commodi¬ 
ties  should  be  produced  and  consumed  within  a  small  area,  ex¬ 
cept  in  but  very  small  part,  but  that  they  would,  like  the  sea, 
find  their  natural  level  all  the  world  over,  and  in  finding  this 
natural  level,  the  railway  is  the  main  factor  in  the  distribu¬ 
tion. 

The  railway  charge,  therefore,  permeates  and  enters  every 
commodity  as  part  of  its  price,  to  be  taken  either  out  of  the 
consumer  or  the  producer,  as  the  markets  of  the  world  or  the 
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peculiar  circumstances  of  the  case  warrant.  Ancl  in  their 
rough  and  practical  way  the  railway  people  understand  this. 
Thus  you  will  see,  therefore,  again,  that  they  could  not  charge 
more  than  the  thing  will  bear.  In  other  words,  that  they  will 
not  often  make  such  trembling  contribution  “  as  will  take  from 
the  tree,  lop,  bark  and  part  of  timber,  so  that  the  air  may 
drink  the  sap.” 


The  Pooling  Arrangements. 

Yet  they  do  offend,  as  in  the  instances  of  the  Rochester  and 
Buffalo  millers,  against  the  rule  laid  down  by  Adam  Smith 
against  inequality  of  taxation  and  certainty  of  taxation  by  sub¬ 
stituting  capriciousness  of  taxation  and  personal  favoritism  ;  and 
they  have  offended  severely  in  all  these  particulars  in  the 
through  traffic  ;  they  have  demoralized  trade  in  every  depart¬ 
ment  to  such  a  degree  that  although  great  offence  was  done 
to  the  very  principle  and  underlying  basis  of  our  whole  railway 
legislation,  that  competition  was  to  prevail  between  the  parallel 
lines  of  rail,  and  although  a  great  increase  of  taxation  in  the 
way  of  an  increase  of  rates  was  consequent  upon  the  action 
of  the  railways  by  what  is  known  as  “  pooling,”  yet  the  commu¬ 
nity  accepted  with  satisfaction  the  condition  of  affairs  brought 
about  by  the  pooling  contracts  and  accompanying  agreement 
to  maintain  the  rates,  rather  than  to  continue  to  suffer  the  ills 
to  which  they  were  subjected  by  the  system  that  prevailed 
immediatelv  theretofore. 

The  mental  attitude  of  our  merchants  toward  the  railways 
in  that  particular  was  somewhat  analogous  to  the  mental  con¬ 
dition  of  Richelieu  as  to  the  offices  of  France.  He  wrote 
an  elaborate  treatise  in  favor  of  making  offices  hereditary  • 
and  although  he  confessed  that  there  was  a  condition  readily 
conceivable  better  than  hereditary  office-holding,  yet,  he  said, 
as  compared  with  the  favoritism  which  prevailed  at  court  in 
the  distribution  of  offices,  the  caprices  of  monarchs,  and  the 
utter  disregard  of  fitness  in  selection,  and  that  the  selection 
was  determined  mainly  by  courtiers’  intrigues,  and  the  per¬ 
formance  of  mean  services,  that  he  preferred  to  trust  to  the 
kind  offices  of  nature  to  give  through  heredity  a  proper  set 
of  office-holders  than  to  the  caprices  of  monarchs. 

It  is  upon  a  basis  analagous  to  that  expressed  by  Richelieu 
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that  the  pooling  contracts  and  the  accompanying  agreement  for 
the  maintenance  of  rates  is  deemed  a  better  condition  of 
affairs,  and  was  greeted  with  satisfaction,  and  gives,  to-day, 
satisfaction  to  the  mercantile  community,  not  because  it  is  a 
wholesome  and  good  condition,  but  because  it  is  an  improve¬ 
ment  as  compared  with  the  condition  that  prevailed  immediately 
prior  thereto. 

Remember  the  evidence  upon  this  point,  undisputed  and 
indisputable.  Messrs.  Bingham  and  Orr,  merchants,  Messrs. 
Butter  and  Blanchard,  traffic  managers,  Mr.  Fink,  commis¬ 
sioner  of  traffic  for  all  the  combined  trunk  lines,  all  have  united 
in  depicting  that  demoralised  condition,  from  different  points  of 
view  and  with  a  desire  to  shield  as  much  as  possible  them¬ 
selves  and  the  interests  that  they  represented  from  too 
severe  a  censure  by  reason  of  the  existence  of  that  condition. 
And  yet  they  could  not  disguise  from  you  the  fact  that 
there  were  some  thirty  different  fast  freight  lines  down  to 
1878,  each  one  of  which  had  power  to  make  special  contracts, 
and  many  of  them  made  different  special  contracts  to  the 
same  place  on  the  same  day.  The  accounts  of  these  lines,  and 
the  books  of  the  New  York  Central  Bailway,  as  well  as 
the  books  of  the  Erie,  exhibit  to  you  this  condition,  that 
to  Milwaukee  and  to  Chicago,  to  St.  Louis  and  to  Louisville, 
on  the  same  day,  on  the  same  class  of  goods,  different  rates 
for  same  shipments  in  amount  and  quality  of  goods  were 
made  to  different  merchants,  and  that,  as  a  result  of  this  fact, 
as  Mr.  Fink  stated,  a  train  might  any  day  for  two  years, 
1875-7,  have  left  New  York  with  forty  freight  cars,  each  one 
belonging  to  a  different  fast  freight  line,  each  car  laden  with 
goods  of  the  same  character  as  the  other  car,  going  to  the 
same  place  and  each  one  carrying  at  a  different  rate.  Indeed 
the  contents  of  the  car  might  go  to  two  different  houses  in  the 
same  street,  in  the  same  line  of  business,  at  different  rates. 

This  condition  necessarily  made  all  commercial  transactions 
uncertain  in  their  character  and  speculative  to  the  last  degree. 
Each  merchant  supposed  that  by  the  special  contract  he  had 
obtained,  he  had  an  advantage  over  his  neighbor ;  each  one  was 
cheated,  and,  more  than  all,  the  railways  ;  because  they  were 
compelled  to  maintain  a  war  of  rates  between  their  own  fast 
freight  lines,  between  their  own  agents  and  their  own  corpora¬ 
tion,  in  reality  a  competition  between  the  different  members  of 
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the  same  body,  not  only  unremunerative  bnt  even  destructive 
to  the  revenues  of  the  corporation. 

This  condition  was  considered  so  inseparable  from  our  rail¬ 
way  system  that  Mr.  Bingham  testified  that  although  he  was  by 
far  the  largest  shipper  of  grain  from  this  port,  he  did  not 
know  that  there  was  a  tariff ;  he  did  not  care  if  there  was  one  ; 
he  paid  no  attention  at  any  time  to  tariff  rates.  He  made  his 
special  contract  without  the  slightest  regard  thereto,  and  did  his 
business  upon  the  basis  of  a  special  contract  for  each  ship¬ 
ment  since  he  has  been  in  the  business. 

Mr.  Blanchard  states  upon  this  point  that  all  that  has  been 
said  against  the  system  of  special  through  rates  was  true,  and 
it  was  as  bad  as  bad  could  be. 

It  is  true  that  there  is  no  evil  in  society  so  great  that  it 
does  not  find,  sooner  or  later,  even  if  let  alone,  some  corrective 
or  ending.  A  conflagration  stops  when  there  are  no  more 
houses  to  burn;  a  pestilence  ceases  when  the  inhabitants 
have  all  fled  or  died,  aiid  therefore  this  demoralized  condi¬ 
tion  of  rates  found  its  corrective  after  it  had  ruined  and  bank¬ 
rupted  Western  and  Eastern  railways,  in  the  pooling  contract, 
dividing  traffic,  and  the  accompanying  contract  of  April  5th, 
1877,  agreeing  to  maintain  certain  fixed  rates  and  differences 
between  the  cities.  Mr.  Fink  tells  us  that  the  best  thing  that 
the  State  can  do  is  to  recognize  the  pooling  arrangement  and 
accompanying  contract  for  the  maintenance  of  rates,  to  legalize 
it  and  enforce  this  compact  by  appropriate  remedies  and  pun¬ 
ish  the  various  railway  companies  for  its  infraction.  To  do  so  is 
to  reverse  the  policy  of  the  State,  is  to  admit  that  the  theory 
upon  which  our  railway  legislation  was  based  is  totally  a  mis¬ 
take  ;  is  to  start  a  new  building  on  old  foundations  which  have 
been  admittedly  undermined. 

If  the  foundations  have  been  laid  in  quicksand  we  can  do  a 
great  deal  better  by  building  upon  firmer  and  better  ground 
than  upon  that  which  the  railway  corporations  see  fit  to 
invite  us  to.  Remember  that  the  very  basis  of  our  railway 
legislative  structure  was  the  theory  that  to  allow  free  rail¬ 
way  building  would  insure  competition  between  the  lines,  and 
thus  secure  to  the  inhabitants  of  the  State  the  best  service  at  the 
lowest  possible  price  as  the  result  of  competition.  It  was  thought 
that  combination  would  be  excluded  by  the  very  fact  that  every¬ 
body  could  exercise  the  right  of  eminent  domain,  and  that 
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there  was  upon  our  statute  book  a  law  which,  rightly  inter¬ 
preted,  would  regard  a  combination  such  as  the  pooling  com¬ 
pact  and  the  accompanying  contract  for  the  maintenance  of 
rates  a  conspiracy  against  the  rights  of  citizens  of  New  York, 
and  punish  it  as  a  misdemeanor. 

The  statute  provides  that,  “If  two  or  more  persons  shall 
conspire  *  ‘  *  to  commit  any  acts  injurious  to  *  ■ 

trade  or  commerce,  they  shall  be  deemed  guilty  of  a  misde¬ 
meanor.” 

In  the  case  of  People  against  Fisher  (14  Wendell,  9),  de¬ 
cided  by  Chief  Justice  Savage,  it  was  held  that  a  combination 
of  shoemakers  to  raise  their  wages  came  under  the  act  as  be¬ 
ing  injurious  to  trade  ;  that  competition  was  the  life  of  trade  ; 
and'  that,  while  each  individual  shoemaker  had  the  right  to 
refuse  to  do  work  at  less  than  a  certain  amount,  his  combining 
with  other  shoemakers  that  they  shall  refuse  to  do  so  was  a 
combination  subjecting  them  to  the  pains  and  penalties  of 
a  misdemeanor  defined  by  the  foregoing  statute. 

Now,  apply  this  reasoning  to  this  railway  compact,  and  see 
where  it  leaves  it  before  the  law. 

There  is  no  pretense  that  this  combination  is  intended 
for  any  other  purposes  than  to  protect  the  railways  from 
the  competition  of  each  other.  They  deliberately  surrender 
the  right  to  make  their  own  arrangements  or  agreements  with 
their  own  customers  as  they  see  fit,  to  secure  to  themselves  the 
benefit  of  having  a  like  surrender  from  other  corporations  of 
their  like  right  to  make  the  best  terms  that  they  see  fit  with, 
their  customers.  Nay,  more,  they  deliberately  surrender  all 
superior  judgment,  management  or  skill  in  obtaining  business, 
because  however  complete  may  be  the  machinery  for  collect¬ 
ing  the  business,  the  facilities  for  its  transportation,  the  advan¬ 
tages  to  the  consumer  that  is  offered  by  celerity  of  transport 
and  safety  of  transport  over  the  New  York  Central  Bailway,  the 
New  York  Central  deliberately  says  that  it  will  carry  of  all 
the  shipments  that  may  be  offered  in  the  City  of  New 
York  but  forty  per  cent,  and  surrender  the  rest  to  its  competi¬ 
tors,  and  that,  under  no  other  circumstances  or  conditions  will 
it  convey  any  traffic  originating  in  New  York  and  ^terminating 
beyond  the  State,  however  adroit  and  skillful  its  fast  freight 
agents  may  be,  its  own  organization  of  the  freight  depart¬ 
ment  may  be  ;  however  desirous  the  community  may  be  to 
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avail  itself  of  the  superior  gradient,  the  greater  celerity,  the 
better  terminal  facilities  or  the  superior  responsibility  of  the 
New  York  Central  Co.,  it  surrenders  all  those  advantages  of  its 
own  organization,  of  its  own  gradient,  and  everything  else,  for 
the  purpose  of  securing  stability  of  rates  on  the  part  of  its 
competitors.  There  is,  therefore,  no  more  competition  under 
this  pooling  contract,  and  accompanying  agreement  for  the 
'maintenance  of  rates,  than  though  all  these  trunk  lines  were 
under  one  head,  had  but  one  stock  ledger,  and  were  but  one 
organization.  Mr.  Fink  and  his  office  have  killed  competition, 
and  Mr.  Blanchard  tells  you  that  it  is  a  deed  well  done  ;  that 
unless  railway  men  are  fools  they  will  never  return  to  that 
condition  of  competition ;  that  it  works  satisfactorily,  so  far 
as  they  are  concerned  ;  and  he  speaks  for  all  the  railway  com¬ 
panies  when  he  says  this;  and  that  the  community  must  look 
elsewhere  than  to  competition  to  secure  to  them  in  this  par¬ 
ticular  what  it  does  in  other  departments  of  human  activity — 
the  best  result  at  the  lowest  price. 

And  I  say,  well  done,  that  this  sham  of  competition  between 
railway  companies  should  end,  if  the  only  alternative  is  be¬ 
tween  poolings  and  the  condition  that  prevailed  immediately 
before  the  pooling  arrangement  went  into  effect.  It  has  brought 
about  a  change  for  the  better  from  that  which  prevailed  im¬ 
mediately  before  the  pool  was  made,  and  in  that  respect  re¬ 
sembles  a  violent  alterative  in  medicine  which  brings  a  disease 
which  has  been  lurking  in  vital  parts  to  the  surface,  so  that  it 
may  be  dealt  with  by  the  healing  art. 

As  the  law  now  stands,  however,  these  pooling  arrangements 
are  illegal.  They  are  not  only  against  public  policy  as  that 
policy  is  now  declared  in  the  existing  condition  of  our  legis¬ 
lation,  they  are  not  only  against  the  statute  as  to  unlawful  com¬ 
binations,  but  are  also  against  the  very  structural  basis  of  these 
corporations. 

It  is  a  principle  so  well  established  that  the  merest  tyro  in 
the  law  understands  it,  that  a  corporation  is  confined  within  the 
four  corners  of  its  charter  and  cannot  go  one  step  beyond ;  a 
railway  authorized  to  carry  for  hire  passengers  and  goods  from 
New  York  to  Buffalo  is  not,  save  by  special  legislative  author¬ 
ity  so  to  do,  empowered  to  enter  into  a  copartnership  either 
as  to  traffic  divisions  or  as  to  divisions  of  profits  with  another 
corporation  in  another  State  authorized  to  carry  passengers 
from  Baltimore  to  Parkersburgh  or  from  Philadelphia  to  Pitts- 
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burgh,  and  yet  this  pooling  contract  and  its  accompanying 
agreement  for  the  maintenance  of  rates  is  nothing  short  of  a 
copartnership. 

Upon  this  point,  as  to  the  less  flagrant  violation  of  the  law 
attempted  by  the  English  railways,  the  learned  Commission 
that  sat  in  1872,  says  : 

“  Whether  division  of  traffic  receipts  on  the  joint-purse  prin¬ 
ciple  is  valid  at  law  or  not  is  open  to  considerable  doubt.  It 
is  clear  that  the  courts  will  not  set  aside  such  an  arrangement, 
on  the  ground  that  it  is  illegal,  in  the  sense  of  being  contrary 
to  public  policy.  But  the  doubt  is  whether  such  an  arrange¬ 
ment,  which  is,  in  fact,  a  sort  of  partnership,  is  not  ultra  vires 
of  each  company,  and  whether  it  may  not,  therefore,  be  set 
aside  at  the  instance  of  a  shareholder.  This  doubt,  the  Com¬ 
mittee  are  advised,  is  such  as  to  make  it  unsafe  for  companies 
to  enter  such  arrangements  without  the  sanction  of  Parliament, 
although  there  is  evidence  that  they  sometimes  do  so.” 

And  yet  the  necessities  of  our  railroads  were  such  that  they 
could  not  wait  for  legislation  to  authorize  them  to  do  all  these 
several  acts  ;  they  trusted  to  their  power  to  carry  them  through 
in  defiance  of  legislation  and  courts,  and  more  than  all,  their 
main  reliance  rests  upon  a  public  opinion  in  favor  of  these  com¬ 
binations,  because  they  replace  a  condition  which  was  alto¬ 
gether  intolerable ;  they  practically  say  to  this  community  : 
You  must  allow  us  to  combine,  or  we  shall  continue  our  war  of 
rates  as  we  did  heretofore ;  and  you  all  admit  that  such  a  war 
of  rates,  while  it  gives  you  lower  traffic  charges  than  those 
which  now  prevail,  gives  them  to  you  at  the  price  of  uncer¬ 
tainty  in  business,  and  proves  destructive  to  your  local  in¬ 
terests  ;  and  the  community  says  :  Set  law  at  defiance  if  you 
will,  rather  than  that  that  condition  should  once  more  prevail. 
4_nd  here  we  come  to  the  most  complete  demonstration  of 
which  the  break-down  of  a  legal  system  is  capable — that  the 
community  does  not  dare  to  maintain  the  laws  which  it  has 
enacted,  nor  to  assert  a  policy  which  underlies  its  legislation, 
because  both  the  laws  and  the  policy  were  based  upon  error, 
have  brought  about  a  condition  of  affairs  which  was  so  in¬ 
tolerable,  that  the  community  prefers  to  permit  an  open  de¬ 
fiance  of  its  legislation  for  the  purpose  of  getting  rid  of  the 
burdens  that  had  previously  been  borne,  rather  than  by  an 
enforcement  of  the  law,  to  relapse  into  such  prior  condition. 

This  brings  me  to  the  larger  consideration  of  the  concentra- 


tion  of  power  on  the  part  of  the  community  necessary  to  meet 
the  concentration  brought  about  by  the  railways  themselves. 
So  obvious  has  this  necessity  become  even  to  those  who  came 
to  consider  the  subject  from  the  railway  point  of  view,  that 
Mr.  Fink,  in  recommending  a  corporation  of  corporations 
through  the  instrumentality  of  poolings, — a  concentration 
of  the  railway  power  of  the  United  States, — felt,  that  it  was 
necessary  for  him  to  suggest  that  a  similar  concentration  of 
power  should  take  place  by  the  people  of  the  United  States  by 
clothing  Congress  with  the  necessary  authority  to  enforce  the 
contracts  which  the  inter-State  railways  may  between  each 
other  make,  and  to  subject  these  railways  through  the  instru¬ 
mentality  of  a  Commission  to  constant  supervision  and  pub¬ 
licity. 

I  assume  that  if  the  people  of  the  United  States  had  had  the 
faintest  conception  of  the  extension  which  the  railway  would 
take — that  they  wrould  become  the  possessors  and  managers  of 
the  great  public  highways  of  the  country,  and  that  the  ordi¬ 
nary  highway  around  which  the  law  has  thrown  from  time  im¬ 
memorial  its  protection  to  prevent  the  levying  of  improper  toll 
thereon  and  to  make  it  safe,  bears  about  the  same  relation  to 
this  modern  steel  highway  as  the  stage-coach  does  to  the  rail¬ 
way  train — if  all  this  had  been  foreseen — the  people  of  the 
United  States  would  have  taken  some  proper  precautions  to  curb, 
control  and  make  subject  to  their  will  the  gigantic  power  which 
has  since  grown  up.  Had  it  been  foreseen  that  between  1835 
and  1879  our  railroads  would  increase  from  five  hundred  miles 
to  seventy-five  thousand,  it  would  also  have  been  foreseen  that 
State  power  is  in  many  respects  inadequate  to  cope  with  the 
concentrated  power  which  five  thousand  million  dollars  would 
represent,  and  that  one  after  another  of  the  States  would  suc¬ 
cumb  and  its  governmental  machinery  give  way  under  the 
pressure  of  money  power  so  concentrated,  so  active,  and  so 
continuous  in  its  operations  as  that  wielded  by  our  railway 
magnates. 

We  must  deal  with  our  institutions  as  they  are,  not  as  -we 
would  make  them.  If  all  the  consequences  which  a  hundred 
years  of  experience  have  shown  to  flow  from  our  social 
organization  and  institutions  as  they  exist  had  been  presented 
to  the  minds  of  our  early  statesmen  they  would  of  course  have 
changed  many  things  which  have  proved  anomalous,  have 


discarded  some  safeguards  that  are  unnecessary  and  sub¬ 
stituted  others  wherein  they  are  insufficient. 

The  determination  of  the  men  who  framed  our  institutions 

— manifested  in  every  line  of  our  earlier  written  constitutions _ 

appears  to  have  been  the  destruction  of  the  privileges  of  class  or 
individuals  in  the  past,  and  to  protect  the  community,  as  far  as 
their  pre-vision  and  knowledge  permitted,  against  the  organiza¬ 
tion  of  a  privileged  class  or  set  of  individuals  in  the  future. 

We  forbade  the  granting  of  patents  of  nobility,  so  that  there 
shall  be  no  distinction  of  rank.  We  prohibited  the  entailing 
of  real  property,  so  that  there  shall  be  no  tying  up  of  the  soil 
in  the  hands  of  great  families.  We  forbade  primogeniture,  so 
that  property  shall  be  equally  distributed  by  the  natural  limi¬ 
tations  of  death,  and  to  prevent  a  transmission  of  influences 
that  depended  upon  wealth  beyond  a  single  generation.  We 
inhibited  perpetuities,  entails  and  accumulations  beyond  a  life 
or  lives  in  being  and  a  few  years  thereafter,  so  that  the  great 
leveler  of  mankind,  mortality,  shall  operate  also  upon  the  in¬ 
fluences  gathered  by  individuals  and  prevent  the  person  or 
persons  whose  tenacious  grasp  enabled  them  to  accumulate 
millions  during  their  lifetimes  from  projecting  themselves  into 
future  ages  by  tying  up  their  property  in  the  hands  of  de¬ 
scendants,  disassociated  from  the  intelligence,  vigor  and  pre¬ 
vision  which  enabled  the  ancestor  to  accumulate  this  property. 
And  yet  the  wise  organizers  of  our  Government  failed  to  see  that 
in  what  was  then  but  a  mustard  seed  (the  corporation)  existed 
the  germ  of  all  the  evils  against  which  they  had  so  carefully 
closed  the  door.  They  failed  to  see  that  social  distinctions, 
entailments,  perpetuity  and  accumulation  were  possible 
through  the  instrumentality  of  corporate  perpetual  existence; 
and  that  thus  an  artificial  individual,  a  mere  manufacture  by 
State  machinery,  could  become  an  engine  for  the  accumulation 
and  absorption  of  wealth,  wffiich  by  the  law  of  its  existence  was 
prevented  from  being  operated  upon  by  that  natural  distribu¬ 
tor  of  influences,  death,  and  that  this  brought  in  its  train  all 
the  evils  against  which  the  fathers  of  our  institutions  had  so 
carefully  guarded  us,  with  several  in  addition,  of  which  the 
most  prominent  ones  are,  that  it  is  a  being  without  con¬ 
science,  without  direct  responsibility,  without  the  possibility  of 
the  small  good  to  the  people  which  arises  from  the  danger  to 
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the  individual  who  exercises  power  unscrupulously  of  being 
assassinated. 

I  am  not  unmindful  of  the  fact  that  the  State  Constitutions 
reserve  to  the  various  States  the  right  to  alter,  modify  or 
abolish  corporate  rights,  yet  corporations  have  so  thoroughly 
taken  possession  of  State  organizations  that  this  right  has  been 
exercised  to  but  a  very  limited  degree,  and  has  thus  become  at 
best  but  a  theoretical  reservation  of  rights. 

And  iu  this  connection  it  is  well  for  us  to  cast  a  glance  at 
the  men  who  wield  the  vast  powers  of  these  corporations. 

Huntington,  Jewett,  Scott,  Garrett,  Gould  and  Vanderbilt  are 
the  great  masters  of  our  trunk  line  system,  and  between  them 
they  wield,  and  combinedly  they  control,  a  conglomorate  capital 
of  thousands  of  millions  of  dollars.  Some  of  them  you  have  had 
before  you.  They  are  shrewd,  intelligent  and  adroit  ;  they  are 
powerful  men,  but  they  are  men  of  very  different  type  from 
the  great  inventors,  who  originally  devised  and  perfected  the 
locomotive  and  the  iron  way  upon  which  it  runs.  These  latter 
clay  railway  men  have  entered  the  railway  world  as  great  stock 
operators  and  speculators.  Without  characterizing  their  con- 
duct  with  opprobrious  names.it  is  safe  to  say  that  there  was  no 
thought  of  public  ends  or  public  good,  no  conception  of  benefit¬ 
ing  any  one  but  themselves  and  their  own  families,  which 
induced  any  one  of  those  men  to  take  possession  of  the  roads 
which  they  respectively  govern,  and  there  is  no  thought  of 
public  duty  in  connection  with  the  exercise  of  their  functions. 
If  the  public  is  served  by  what  they  conceive  to  be  their  private 
interests,  so  much  the  better  lor  the  public.  If  the  public 
nrerest  does  not  subserve  their  private  interest,  the  public 
interest  must  give  way  to  their  private  interest.  There  can  be 
no  question  about  this.  Mr.  Vanderbilt  so  told  you,  Mr. 
Jewett  so  told  you,  Mr.  Blanchard  so  admitted,  and  all 
the  men  we  have  had  before  us,  while  they  prate  about 
public  interests,  concede  that  the  first  interests  entitled 
to  respect  at  their  hands,  are  those  of  the  stockholders,  and 
that  they  will  serve  that  interest  first.  And  this  investiga¬ 
tion  has,  upon  the  minds  of  some  of  these  gentlemen,  let 
in  the  first  ray  of  light,  that  there  is  as  to  the  public  high¬ 
way  a  public  duty,  to  which  they  have  hitherto  been  ut¬ 
terly  oblivious.  .Although  they  claim  that  the  pooling  ar¬ 
rangement  answers  the  public  purposes  better  than  what 
preceded  it,  it  was  instituted  because  it  served  the  private  pur- 
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poses  of  the  railway  better  than  the  chaotic  condition  that 
previously  existed.  We  are  to  remember  how  new  is  the  light, 
even  as  to  the  pooling  arrangements,  and  how  recent  are  the 
contests  which  they  admit  were  destructive  of  both  the  public- 
and  their  private  interests ;  and  these  contests  were  waged 
by  the  same  men  who  now  have  control  of  the  great  railway 
interests  of  this  country,  and  who,  at  any  time  if  it  subserves 
their  purposes  will  again  disregard  the  public  or  the  private 
interests  of  those  of  their  stockholders,  as  they  are  now  willing 
to  admit,  should  such  a  war  again  prevail,  and  who,  under 
such  circumstances,  are  willing  to  carry  on  their  contests  ta 
the  destruction  of  their  own  interests  as  well  as  to  that  of  the 
larger  interests  of  the  State. 

If  therefore  the  passions  which  are  now  dormant  should,, 
between  these  great  magnates,  break  ont  once  more — it  they 
should  suspect  or  know  that  one  of  the  contracting  parties 
had  played  false — what  guarantee  has  the  State  but  that  once 
more,  for  the  purpose  of  punishing  an  enemy,  the  dogs  of  war 
will  be  let  loose,  and  the  same  utterly  demoralized  condition 
of  rail  rates — a  condition  which  has  destroyed  our  milling 
interests,  which  necessitated  emigration  from  our  State,  which 
was  rapidly  destroying  our  agricultural  interests — may  once 
more  set  its  destructive  engines  at  work  and  consummate  a 
ruin  which  was  but  threatened  before. 

No  community  can  in  the  long  run  allow  its  great  public 
highways  to  remain  in  the  hands  and  under  the  exclusive  con¬ 
trol  of  private  interests.  Were  it  but  suggested  that  the  Hud¬ 
son  River  be  placed  into  the  hands  of  a  private  corporation, 
with  power  to  levy  toll  thereon  as  it  may  see  fit,  there  would  be 
a  general  outcry  against  subjecting  a  community  to  the  out¬ 
rageous  exactions  that  may  thus  be  levied  ;  and  yet  the  Hud¬ 
son  River  is  less  of  a  highway  than  the  iron  ways  on  its  shores, 
and  carries  to-day  upon  its  broad  bosom  a  less  tonnage  than 
the  railways  which  centre  in  New  York  pour  upon  her  docks. 

The  members  of  the  Committee  may  have  noticed  how  fre¬ 
quently  Judge  Shipman  has  seen  fit  to  twit  me  ,that  I,  as  a  dis¬ 
ciple  of  Cobden  and  of  Mill,  a  believer  in  free-trade,  should  be 
so  strongly  in  favor  of  some  regulative  power,  on  the  part  of 
the  State,  in  the  case  of  the  railways,  and  it  appeared  to  him, 
as  it  has  to  many  of  my  friends  in  New  York,  an  inconsistent 
position  for  me  to  hold. 
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I  really  would  be  open  to  the  charge  of  being  a  doctrinaire, 
which  I  claim  to  be  an  unfounded  charge  as  against  me,  if  I  were 
to  ride  a  principle  so  far  to  death  as  not  to  recognize  obstacles 
and  difficulties  as  to  its  application  when  they  have 
become  patent  after  thirty  years  of  experience.  But  even 
the  very  men  at  whose  feet  I  have  learned  my  political  econ¬ 
omy  have  never  for  one  moment  claimed  that  the  railway  was 
to  enjoy  absolute  freedom  in  making  its  charges  and  enter  into 
its  contracts.  Gladstone,  in  his  early  career,  was  chairman  of 
the  first  railway  committee  to  take  into  consideration  what 
steps  should  be  taken  to  remedy  the  defects  that  had  already 
cropped  out  in  the  legislation  of  England  in  not  sufficiently 
subjecting  to  control  the  railway  system  of  that  country. 

Mr.  Mill,  in  his  book  on  Political  Economy  lays  down  the 
rule  :  “  The  third  exception  which  I  shall  notice  to  the  doctrine 
that  the  government  cannot  manage  the  affairs  of  individuals 
as  well  as  the  individuals  themselves,  has  reference  to  the  great 
class  of  cases  in  which  individuals  can  only  manage  the  con¬ 
cern  by  delegated  agency,  and  in  which  the  so-called  private 
management  is  in  point  of  fact  hardly  better  entitled  to  be 
called  management  by  the  persons  interested  than  administra- 
tration  by  a  public  officer. 

Whatever,  if  left  to  spontaneous  agency,  can  only  be  done 
by  joint  stock  associations  will  often  be  as  well  and  sometimes 
better  done  so  far  as  the  actual  work  is  concerned  by  the 
State.  *  *  *  *  * 

Against  the  very  ineffectual  security  afforded  by  meetings  of 
shareholders  and  by  an  individual  inspection  and  inquiries, 
may  be  placed  the  greater  publicity  and  more  active  discussion 
and  comment  to  be  expected  in  free  countries  with  regard  to 
the  affairs  in  which  the  general  government  takes  part. 

The  defects,  therefore,  of  government  management  do  not 
seem  to  be  necessarily  much  greater,  if  necessarily  greater 
at  all,  than  those  of  management  by  joint-stock.” 

Appleton’s  2d  Ed.,  Vol.  II.,  page  582. 

And  at  the  conclusion  of  his  excellent  chapter  on  Compe¬ 
tition,  he  says : 

* 

“  These  observations  must  be  received  as  a  general  correc¬ 
tion,  to  be  applied  whenever  relevant,  whether  expressly  men¬ 
tioned  or  not,  to  the  conclusions  contained  in  the  subsequent 
portions  of  this  treatise  ;  our  reasonings  must  in  general  pro¬ 
ceed  as  if  the  known  and  natural  effects  of  competition  were 
actually  produced  by  it  in  all  cases  in  which  it  is  not  re¬ 
strained  by  some  positive  obstacle. 
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Where  competition,  though  free  to  exist,  does  not  exist,  or 
where  it  exists,  but  has  its  natural  consequences  overruled  by 
any  other  agency,  the  conclusions  will  fail  more  or  less  of  be¬ 
ing  applicable. 

To  escape  error  we  ought,  in  applying  the  conclusions  of 
political  economy  to  the  actual  affairs  of  life,  to  consider,  not 
only  what  will  happen,  supposing  a  maximum  of  competition, 
but  how  far  the  result  will  be  affected  if  competition  falls  short 
of  the  maximum.” 

Yol.  I.,  page  312,  ibid. 

*  “  In  many  cases  the  community  needs  some  other  security 
for  the  fit  performance  of  the  service  than  the  interest  of  the 
managers,  and  it  is  the  part  of  government  either  to  subject  the 
business  to  a  reasonable  condition  for  the  general  advantage, 
or  to  retain  such  power  over  it  that  the  profits  of  the  mon¬ 
opoly  may  at  least  be  obtained  for  the  public.  This  applies 
to  the  case  of  a  road,  a  canal  or  a  railway.  These  were  always 
in  a  great  degree  practical  monopolies,  and  the  government 
which  concedes  such  monopoly  unreservedly  to  a  private  com¬ 
pany  does  much  the  same  thing  as  if  it  allowed  an  individual 
or  association  to  levy  any  tax  they  chose  for  their  own  benefit 
on  all  the  malt  produced  in  the  country  or  on  all  the  cotton 
imported  into  it. 

To  make  the  concession  for  a  limited  time  is  generally  justi¬ 
fiable  on  the  principle  which  justifies  patents  for  inventions ; 
but  the  State  should  either  reserve  to  itself  a  reversionary  property 
in  such  public  ivories  or  should  retain  and  freely  exercise  the  right 
of  fixing  a  maximum  of  fares  and  charges ,  and  from  time  to  time 
varying  that  maximum .” 

Yol.  II,  page  584,  ibid. 

It  took  some  considerable  time  before  it  was  discovered  both  in 
England  and  in  this  country  that  competition  was  not  the  proper 
regulator  of  railway  charges  ;  and  that  therefore,  leaving  the 
railway  free  to  impose  what  it  pleased  in  the  way  of  toll,  was 
an  abnegation  of  that  primary  function  of  government  which 
demands  at  its  hands  that  it  shall  protect  the  governed  from  the 
effects  of  monopoly,  and  that  it  itself  shall  not  create  monopolies. 
And  the  reason  of  this  lies  deep  in  the  nature  of  things — particu¬ 
larly  the  nature  of  the  roadways.  Two  communities  separated 
at  considerable  distance  from  each  other  are  united  by  a  canal ;  a 
railway  is  built  bringing  them  practically  into  much  closer  prox¬ 
imity  and  enabling  an  activity  of  intercourse  which  theretofore 
between  those  two  places  was  unknown.  Instantly  the  benefits 
permeate  both  communities.  The  surplus  product  of  the  one 
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overflows  into  the  other  and  the  general  prosperity  of  both 
places  increases.  Therefore,  in  the  case  of  all  the  early  rail¬ 
ways,  although  their  charges  may  have  been  relatively  higher 
as  compared  with  the  railway  charges  of  to-clay,  yet  as  no  means 
of  inter-communication  had  theretofore  existed  at  all  to  be  com¬ 
pared  with  the  inter-communication  then  established,  an  ad¬ 
vantage  su  great  resulted  therefrom  as  though  at  both  places 
new  and  important  departments  of  industry  had  been  discovered 
and  were  being  exploited.  This  state  of  affairs  continues  until 
the  question  of  relative  profit  comes  in,  because  all  the  relations 
of  life  in  the  two  communities  quickly  adjust  themselves  to  the 
new  conditions,  and  what  was  yesterday  possibly  an  undreamed 
of  luxury  becomes  to-day  a  necessity,  to  which  all  modes  of  life 
adapt  themselves. 

After  the  prosperity  of  this  community  has  been  increased  and 
established  by  this  new  means  of  inter-communication,  and  the 
circumstances  which  attend  that  prosperity  have  created  an 
adaptation  of  modes  of  life  and  systems  of  doing  business  to 
this  new  means  of  inter-communication,  then  and  thereafter 
the  railway  company  is  not  in  a  position  to  say  to  that  same 
community:  “  No  matter  how  much  less  I  charge  to  other  people 
you  are  still  better  off  than  you  were  by  the  canal  (if  forsooth 
it  should  make  lower  rates  to  a  more  distant  point  than  to  an 
intermediate  one),  and  the  prosperity  that  you  had  when  the 
canal  alone  served  you  still  continues,  although  some  one  else 
is  better  served.”  But  the  mere  fact  that  the  railway  goes  to 
some  other  point  and  puts  this  community  in  competition  with 
such  farther  point,  makes  the  prosperity  of  a  given  com¬ 
munity  thereafter  dependent  upon  the  railway  serving  it 
fairly  as  compared  with  such  other  points ;  although  as  com¬ 
pared  with  the  time  when  such  community  was  solely  served 
by  such  canal, — when  all  were  served  by  the  canal, — its  pros¬ 
perity  had  been  very  largely  increased. 

This  brings  in  the  further  question  of  terminal  points,  or 
competitive  points,-  which  detrimentally  affect  intermediate 
points  where  competitive  rates  are  not  made,  and  where  abso¬ 
lute  charges  are  fixed.  Whether  he  is  sincere  or  insincere,  is 
not  to  the  purpose ;  the  railway  manager  says  to  this  Committee 
substantially,  that  Utica  has  no  right  to  complain  if  the  New 
York  Central  refuses  to  make  as  favorable  terms  for  it  as  it  does 
for  a  competitive  point  in  the  West,  because  after  all  said  and 
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done  Utica  is  to-day  better  served  by  the  railway  than  it  ever  was 
by  the  canal.  That  would  be  an  answer  if  Utica  were  not  in  com¬ 
petition  with  other  points  as  to  its  business,  and  the  moment 
that  that  competition  prevails  the  railway  service  is  no  longer 
to  be  measured  by  the  lessened  past  service  of  the  canal,  but  by 
the  increased  service  or  better  service  of  the  competitive  lines 
or  Utica’s  own  line  of  rail. 

To  illustrate  my  point  more  clearly.  Two  manufacturers, 
side  by  side,  have  passed  through  the  various  stages  in  the 
weaving  of  silk,  from  the  hand  loom  to  the  power  loom,  and 
both  of  course  enlarged  their  works,  their  operations  and  their 
profits  by  the  substitution  of  steam  driven  shuttles  for  the  old 
hand  weaving  stool. 

One  of  the  manufacturers  secures  a  monopoly  of  the  Jac¬ 
quard  loom,  and  is  enabled  to  make  cheaper  and  better  silks 
than  his  neighbor  next  door.  Little  consolation  to  that  neigh¬ 
bor  next  door,  who  is  driven  to  the  wall  and  in  danger  of  bank¬ 
ruptcy,  that  he  is  better  off  than  he  was  with  the  hand-loom.  In 
point  of  fact,  the  question  whether  he  shall  be  prosperous  or 
not  is  no  longer  dependent  upon  a  reverting  to  the  hand-loom 
or  the  profits  that  he  made  by  the  first  substitution  of  the  power 
loom,  but  he  must  keep  abreast  of  all  competitors  in  ability  to 
adopt  improvements,  or  go  to  the  wall. 

Therefore,  it  is  little  to  the  purpose  and  idle  for  railway  ad¬ 
vocates  to  speak  of  the  immense  advantages  that  society  has 
reaped  from  the  substitution  of  the  railway  for  the  slower  and 
more  difficult  means  of  inter-communication  that  preceded  it ; 
society  has  reaped  all  these  advantages,  but  great  classes  in 
society  and  great  communities  are  subjected  to  disturbances  of 
trade,  to  ruin  and  destruction  by  the  very  engine  which  creates 
vast  advantages  on  the  instant  that  that  engine  of  civilization 
and  of  progress  distributes  its  favors  unequally.  Hence  it  took 
considerable  time  before  the  community  discovered  that  the 
railway  may,  to  certain  individuals,  by  an  unequal  distribu¬ 
tion  of  its  benefits,  involve  ruin,  from  the  moment  that  the 
wider  competition  brought  about  by  the  railways,  as  between 
localities  and  other  lines,  began  to  make  itself  felt. 

The  fact,  pointed  out  by  Mr.  Morrison,  M.  F.,  in  a  speech 
to  which  I  shall  agaitn  refer,  was  lost  sight  of,  that 
to  obtain  competition  in  railroads  you  have  to  expend  so 
large  a  sum  of  money  that  governmental  regulation  is  a  very 
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much  more  economical  method  of  administration  than  the 
wastefulness  involved  in  building  new  lines. 

Take  the  case  of  a  dock,  or  a  series  of  docks.  It  is  conceiv¬ 
able  that  a  private  company  may  offer  to  build  for  the  harbor 
of  New  York  a  series  of  superb  docks,  on  the  condition  that 
,  it  shall  be  permitted  to  charge  tonnage  tolls  on  vessels 
making  use  of  them ;  if  the  government  were  to  sur¬ 
render  our  water  front  to  such  a  private  corporation  for¬ 
ever,  to  charge  such  tolls  as  it  saw  fit,  it  would  be  perfectly 
clear  that  it  was  creating  a  monopoly  power  which  in  time 
would  become  quite  intolerable.  Although  it  might  reserve 
to  itself  the  right  to  organize  other  dock  companies  or  allow 
other  dock  companies  to  be  formed,  still  the  dock  company  first 
in  possession  of  the  best  part  of  the  water  front  of  a  great 
city  would  have  a  perpetual  natural  monopoly  by  such  advantage 
over  the  second  company.  And  if,  as  it  happens  with  railroad 
property,  the  dock  facilities  which  the  first  company  would 
construct  are  abundant  for  all  the  commercial  needs  for  gene¬ 
rations  to  come,  it  would  be  necessary  to  invest  millions  upon 
millions  of  dollars  in  a  second  company’s  works  for  the 
purpose  of  having  anything  approaching  competition  between 
the  two.  And  yet  how  quickly  would  even  here  our  reliance 
upon  competition  be  found  to  be  illusory  and  deceptive, 
because  the  two  dock  companies  would  combine  upon  a  rate 
of  toll  which  will  probably  be  as  much  in  excess  of  what  the 
original  dock  company  would  have  charged  as  was  necessary  to 
pay  interest  upon  the  unnecessary  amount  of  capital  invested 
in  the  second  company  for  the  purpose  of  creating  a  competi¬ 
tion  which  in  the  end  ceased  to  compete. 

Nowt,  this  is  a  supposable  case  strictly  analogous  to  our 
present  railway  system.  Our  railways  are  chartered  upon  the 
basis  or  supposition  of  competition.  Instead  of  mapping  out 
our  country  and  creating  great  trunk  lines  and  feeders  thereto, 
we  have  made  to  certain  points  four  or  five  trunk  lines,  when 
one  would  have  sufficed  to  do  the  whole  business,  and  what 
with  stock  waterings  and  knavish  manipulations  of  capital 
and  construction  accounts,  these  respective  four  or  five  roads 
represent  a  capital  and  fictitious  valuation  probably  ten  times 
the  amount  of  capital  actually  necessary  to  supply  the  particu¬ 
lar  want  for  transportation,  to  pay  interest  on  which,  rates 
must  be  artificially  maintained. 
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It  is  this  peculiarity  of  the  railway,  in  addition  to  all  those 
that  I  have  already  mentioned,  that  its  fixed  charges  are  of  so 
permanent  a  character  and  bear  relatively  so  large  a  propor¬ 
tion  on  a  small  amount  of  business  to  the  transportation 
charges  or  movable  charges,  that  takes  the  railway  out  of  all 
rules  which  affect  competitive  enterprises.  The  service  ren¬ 
dered  by  it  can  be  indefinite^  extended  with  comparatively 
but  a  very  small  additional  outlay  of  capital ;  whereas  to 
render  a  like  service  even  to  but  a  limited  degree  requires  an 
enormous  outlay  of  new  capital ;  consequently  there  is  a  constant 
temptation  on  the  part  of  the  one  in  business  to  regard  each 
new  business  after  the  amount  of  traffic  on  the  road  pays  out¬ 
lay  on  the  capital  as  so  much  gained  to  the  road,  that  the 
question  with  the  corporation  is  whether  they  are  willing  to 
take  it  at  any  price  rather  than  lose  it;  and  that  is  what  the 
railway  witnesses  who  have  been  examined  before  this  Com¬ 
mittee  mean  when  they  say  they  do  not  treat  the  new  business 
upon  the  basis  of  what  it  will  cost  them  to  do  the  work.  But 
the  question  is,  having  a  certain  amount  of  rolling  stock  and 
a  certain  investment  of  permanent  capital  in  permanent  way 
<&c.,  whether  they  are  willing  to  let  the  business  take  other 
directions  or  to  take  it  at  any  rate  above  the  actual  cost  of 
the  haul. 

This  condition  gives  to  the  existing  lines  of  rail  an  enormous 
advantage  over  any  new  competitor,  and  necessarily  takes  the 
business  out  of  the  general  law  of  competition,  even  were  other 
conditions  the  same  ;  and  that  is  also  the  reason  why  railway 
officials  say  that  the  price  of  transportation  has  nothing  to  do 
with  determining  the  tariff.  After  a  certain  amount  of  business, 
is  done  upon  the  road,  it  has  not.  Up  to  the  point  of  estab¬ 
lishing  a  new  business  that  will  pay  the  interest  upon  capital 
the  cost  of  doing  the  whole  business  determines  the  original 
investment  of  the  capital ;  but  after  business  has  been  ac¬ 
quired  sufficiently  large  to  return  interest  upon  that  original  in¬ 
vestment,  all  new  business  is  treated  upon  competitive  prin¬ 
ciples  without  the  slightest  regard  to  cost  of  transportation, 
if,  in  such  cost  of  transportation,  be  computed  a  return  of  in¬ 
terest  upon  fixed  capital. 

Additional  reasons  why  competition  must,  in  process  of  time, 
be  excluded  in  railway  enterprises,  however  much  you  may 
extend  the  system,  are  closely  connected  with  the  one  last  set 
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forth  ;  first,  the  enormous  amount  of  capital  necessary  to 
be  put  into  an  enterprise  to  create  competition,  and,  secondly, 
the  very  great  economy  which  results  from  railway  combination 
in  regard  to  cost  of  administering' a  railway  property.  Every 
amalgamation  or  consolidation  of  railways  lesseus  enormously 
the  economy  of  administering  both  or  more  roads  combinedly. 
I  am  quite  sure  that  Mr.  Eink  would  admit  that  quite  indepen¬ 
dent  of  the  increased  rates  which  the  railways  get  by  reason  of 
the  creation  of  his  office,  and  notwithstanding  the  elaborate 
machinery  that  appertains  thereto  and  all  its  expenses,  the  cost 
to  the  railway  is  very  much  less,  probably  but  a  tenth  part  the 
expense  that  theretofore  prevailed  in  relation  to  competitive 
traffic,  and  the  expenses  of  officers  who  had  such  traffic  in  their 
charge,  and  the  expenses  incident  to  finding  out  facts  as  to 
other  railways  with  which  the  twenty-six  combined  railway 
companies  over  which  he  has  control  were  charged. 

As  to  English  railways,  Mr.  Pease,  member  of  Parliament, 
and  one  of  the  Directors  of  the  Northwestern  Railway,  says, 
in  answer  to  question  5,130,  before  the  Joint  Committee  of  1872  : 

“  Q.  Have  you  formed  any  opinion  upon  the  possibilities  of 
railway  competition  generally  ?  A.  I  do  not  believe  in  railway 
competition  at  all ;  I  believe  it  is  a  complete  myth  ;  I  do  not 
think  that  at  this  moment  there  is  a  competitive  rate  existing 
in  the  kingdom  ;  as  soon  as  ever  there  are  two  routes  for 
traffic,  they  may  work  for  a  week  or  two,  or  a  month  or  two, 
as  competing  routes,  but  the  rates  are  settled  and  arranged 
before  many  months  are  over.” 

There  is,  therefore,  a  tendency  of  an  economical  nature 
towards  combination  very  much  more  powerful  than  any  law 
designed  to  check  it.  If  the  law  should  prevent  actual  com¬ 
bination,  it  could  not  prevent  a  purchase  of  the  stock  of  the 
rival  line  by  the  individual  directors  of  the  larger  corporation, 
and  thus  practically  to  produce  amalgamation  and  consolida¬ 
tion  in  defiance  of  the  underlying  policy  of  the  law. 

But  we  need  no  further  assurance,  sd  far  as  this  Committee 
is  concerned,  than  that  of  Mr.  Blanchard,  the  mouth-piece  of 
the  railways,  who  has  been  presenting  to  the  Committee  the 
railway’s  view  of  th  e  situation  in  an  uninterrupted  stream  of  argu¬ 
ment,  inference  and  statistics,  called  testimony,  for  seven  succes¬ 
sive  days,  who  has  told  you  distinctly  that  railway  managers 
would  be  fools  to  surrender  the  close  combination  of  all  their 
interests  by  the  copartnership  which  they  have  formed,  and  that 
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more  and  more  of  this  combination  of  the  railway  interest  will 
take  the  place  of  what  is  now  known  as  railway  strife  and  rail¬ 
way  war,  and  the  excuse  that  the  railway  offers  to  this  Committee 
for  not  competing  with  each  other  so  as  to  comply  with  the 
theory  upon  which  the  general  railway  act  was  passed  is  that 
railway  competition  does  not  partake  of  the  nature  of  ordinary 
competition,  but  is  a  war  of  high  contracting  powers,  from 
the  consequences  of  which  the  community,  although  it  re¬ 
ceives  lower  rates,  suffers  more  largely  than  the  railway  it¬ 
self;  because  rates  then  become  demoralized  and  personal. 
And  this  is  substantially  a  concession  of  the  whole  of  our  posi¬ 
tion — that  what  the  railway  law  regarded  as  competition 
meant  a  condition  of  affairs  utterly  intolerable ;  that  when 
unrestricted  competition  prevails  between  railway  corporations 
a  community  is  in  a  worse  condition  than  when  these  competi¬ 
tors  combine  ;  that  although  each  individual  gets  a  lower  rate 
than  he  probably  obtained  theretofore,  yet  from  the  mere  fact 
that  somebody  else  may  be  obtaining  a  still  lower  rate  or 
advantages,  he  is  placed  at  a  constant  disadvantage  with  such 
neighbor,  and  this  illustrates,  on  a  smaU  scale,  for  a  short 
period  of  time,  in  individual  instances,  the  great  hardships 
that  are  wrought  on  a  larger  scale  and  during  greater  per¬ 
manency  as  to  time,  by  these  great  carrying  corporations,  as  to 
localities  and  centres  of  industry  in  our  State. 

That  the  necessity  for  constant  governmental  supervision  was 
foreseen  by  statesmen  of  other  countries,  and  not  by  our  own,  in 
relation  to  railway  charges,  is  a  melancholy  fact  which  we  must 
remedy  now  as  best  we  can. 

In  France  all  this  was  foreseen  and  provided  for,  and  curi¬ 
ously  enough,  it  was  a  poet  who  foresaw  it.  Of  all  men,  the 
very  man  against  whom  the  most  withering  contempt  would  be 
felt  and  expressed  by  a  Vanderbilt,  a  Gould,  and  I  venture  to 
say  by  Mr.  Blanchard.  Lamartine,  with  that  ken  which 
characterizes  the  utterances  of  the  poet-statesman  said  when 
the  question  came  up  in  the  French  legislative  chamber  in 
1838,  whether  it  would  be  wise  to  clothe  the  French  roads  with 
power  to  regulate  their  own  traffic  by  absolute  control  over 
their  own  tariffs. 

“What  will  be  the  consequence  if  after  your  imprudent 
system  will  have  been  inaugurated  by  constituting  collective 
interests  in  industry  and  financial  operation  of  countless  share- 
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holders  representing  five  or  six  thousand  millions  of  francs, 
which  the  organization,  as  you  propose  it  of  railways,  will 
combine  in  the  hands  of  these  companies ;  if  you  do  not 
keep  in  your  own  hands  the  power  over  the  tariff?  Do  you 
pretend  to  say  that  when  the  system  is  completed  you  can 
then  change  the  tariff?  How  will  you  doit?  By  the  law? 
Who  will  authorize  the  law  ?  The  shareholders  wrho  in  one 
way  or  another  will  be  represented  in  this  chamber.  Create 
newlines?  Who  will  vote  the  new  lines?  Again  the  share¬ 
holders  in  the  old  lines.  Authorize  rivals?  Who  will  raise 
them  ?  The  shareholders  represented  in  this  chamber  in  the 
old  lines.  Do  you  want  to  better,  perfect  or  change  the  system 
on  your  lines  ?  But  who  will  better  the  condition,  and  who  will 
create  these  reforms  which  are  demanded  for  the  general  in¬ 
terest  of  the  country  ?  Why,  again,  the  shareholders  in  the  old 
lines  here  represented.  You  must  therefore,  before  this  great 
power  comes  into  being,  make  the  State  sufficiently  powerful  to 
make  head  against  that  interest  which  otherwise  will  overtop 
every  other.” 

The  Chamber  heeded  this  advice ;  there  are  no  preferential 
tariffs  in  France,  and  there  is  no  such  railway  question  as 
we  have  here  ;  and  the  State  in  about  forty  years  will,  by  having 
wisely  limited  its  concessions  to  the  French  railways  for 
ninety-nine  years,  fall  heir  to  a  property  as  large  in  value  as 
the  French  national  debt 

Protection. 

Mr.  Blanchard  has  testified  about  the  cultivation  of  business 
by  the  manipulation  of  the  tariff  along  the  line  of  his  road.  In 
other  words,  that  he  will  make  a  special  rate  to  a  factory  to  be 
constructed,  with  the  view  of  permitting  it  to  do  business  in 
competition  with  factories  along  the  lines  of  other  railways. 

I  propose  to  meet  that  question  right  here,  because  it  seems 
to  me  that  it  is  at  bottom  a  method  of  administration  which  I 
thought  was  peculiar  to  governments,  not  a  method  of  busi¬ 
ness  that  is  appurtenant  to  railways. 

The  Government  alone  claims  and  exercises  the  privilege  of 
protecting  favored  manufacturers  at  the  expense  of  industries 
less  favored.  Free-traders  have  always  insisted,  and  I  think 
with  justice,  that  that  is  using  the  machinery  of  taxation  to 
build  up  one  industry  inevitably  at  the  expense  of  another 
and  possibly  at  the  risk  and  danger  of  pulling  down  another 
The  farmer  of  this  country  having  great  natural  advantages  over 
the  farmer  of  every  other  country,  is  exorbitantly  taxed  for  every 
article  made  of  iron,  that  he  consumes  upon  his  farm  or  in  the 
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supply  of  every  article  in  which  iron  forms  an  element,  for  the 
purpose  of  fostering  the  iron  industry  of  this  country  at  his 
expense.  As  the  Government  has  not  any  revenues  or  means 
of  its  own,  independent  of  that  which  it  derives  from  the 
people,  it  cannot,  from  the  nature  of  things,  favor  one  without 
making  somebody  else  pay  for  it,  and  it  either  results  in  pull¬ 
ing  down  the  farming  interest,  or  somewhat  equalizing  the 
enormous  advantages  of  the  farming  interest  by  an  artificial 
burden  which  the  farming  interest  is  compelled  to  carry  for  the 
purpose  of  maintaining  an  industry  that  cannot  stand  upon  its 
own  feet.  The  railway,  as  to  the  particular  that  it  has  no 
funds  of  its  own,  and  that  all  that  it  gets  it  derives  from  the 
community  it  serves,  is  precisely  in  the  same  position  that 
the  Government  is.  If  Mr.  Blanchard  insists  upon  making  a 
special  tariff  to  a  particular  industry  along  the  line  of  his  route 
at  an  unremunerative  rate  to  the  railway,  so  as  to  foster  that 
industry,  he  can,  to  be  just  to  the  shareholders,  only  do  it 
by  making  some  other  traffic  pay  more  than  its  just  burden, 
upon  the  theory  that  he  will  get  out  of  it  as  much  as  it  will 
bear. 

And  when  he  does  so,  he  has  on  a  small  scale  carried  out 
the  same  protective  notion  that  the  Government  does  upon  a 
a  larger  scale,  with  less  excuse  than  the  Government  has? 
so  far  as  the  general  welfare  is  concerned,  and  with  liability  to 
greater  abuses. 

In  that  connection,  the  answers  made  by  Mr.  Clarke,  Presi¬ 
dent  of  the  Liverpool  Chamber  of  Commerce,  to  the  English 
Joint  Committee  of  Parliament,  is  pertinent  here  : 

“  A.  1392.  The  practical  advantage  of  basing  the  rate  on  the 
cost  of  carriage,  &c.,  is  this,  that  the  places  where  traffic  can 
now  be  carried  at  the  lowest  rate  consistently  with  the  usual 
amount  of  profit  are  charged  at  a  rate  far  in  excess  of  what  I 
call  the  natural  rate,  and  the  result  of  that  is  that  the  trade  of 
the  country  suffers;  that  the  consumers  in  those  districts,  who 
are  entitled,  as  I  conceive,  to  all  the  advantages  of  their  nat¬ 
ural  situation,  are  handicapped  for  the  supposed  advantage — 
not  always  real  advantage,  but  the  supposed  advantage  of  per¬ 
sons  in  other  parts  of  the  country  less  favorably  circumstanced 
by  nature  ;  in  point  of  fact,  my  contention  is  this,  that  those 
rates,  so  far  as  they  are  levied  upon  any  principle  at  all,  are 
levied  upon  the  exploded  principle  of  protection  ;  they  are 
levied  with  a  view  of  redressing,  so  to  speak,  the  natural  ine¬ 
qualities  which  exist  between  different  places  of  production 
and  consumption,  and  that  sound  principle  is  totally  Opposed 


to  that,  which  is,  that  each  place  of  production  and  consump¬ 
tion  should  have  a  fair  and  open  field  for  the  conveyance  of 
its  commodities  at  the  lowest  possible  rate  consistent  with  the 
cost  of  carrying  the  traffic,  and  with  the  earning  of  a  reason¬ 
able  amount  of  profit. 

Q.  1393.  Then  I  understand  from  that  that  your  view  is 
that  the  public,  speaking  generally,  would  not  be  likely  to  ob¬ 
tain  any  great  advantage  from  this  change,  whereas  certain 
localities,  such,  for  instance,  as  Liverpool,  in  the  case  of  sugar, 
would  obtain  a  considerable  advantage  ? 

A.  I  think  that  the  public  would  obtain  an  enormous  advan¬ 
tage,  but  I  think  that  the  result  of  it  would  be  gradual ;  I  do 
not  say  all  at  once,  but  the  result  of  it  would  be  a  very  consid¬ 
erable  diminution  in  the  cost  of  the  transit  throughout  the 
country;  I  would  compel  railway  companies  to  re-cast  their 
existing  rates,  and  if  there  were  rates  which,  as  I  have  heard  it 
asserted  over  and  over  again,  are  actually  losing  rates,  they 
would  have  to  face  the  question — upon  what  principle  a  rail¬ 
way  cc\mpanv  should  carry  any  description  of  traffic  at  an  ab¬ 
solute  loss  to  itself ;  I  think  that  the  advantage  of  adopting  a 
sound  policy  of  this  kind  would  be  very  great,  not  merely  to 
the  localities  wThich  suffer  from  the  existing  system,  but  to  the 
whole  country  ;  because,  I  wish  to  put  this  to  the  Committee, 
that  although  we  in  Liverpool  complain  with  regard  to  the  in¬ 
cidence  of  these  rates,  it  is  an  utter  mistake  to  suppose  that 
we  are  the  only  people  affected  by  them,  and  the  trade  of 
Liverpool  is  the  trade  of  the  whole  country  passing  through 
the  Mersey ;  it  is  one  trade  in  particular  ;  these  rates  affect 
every  consumer  throughout  the  whole  of  the  country,  and  if 
you  have  a  system  which  levies  an  undue  burthen  upon  the 
transport  of  commodities,  every  consumer  of  those  commodi¬ 
ties  has  to  pay  his  share  of  the  burthen.  ” 

Of  a  piece  with  Mr.  Blanchard’s  answer  is  one  made  by  Mr. 
Clark,  the  freight  agent  of  the  New  York  Central  Railroad, 
who  stated,  in  answer  to  a  question  put  to  him  by  the  Chair¬ 
man,  that  the  theory  of  these  special  rates  was  the  same 
as  the  government’s  in  relation  to  its  protective  tariff*;  and, 
indeed,  the  authoritative  spokesman  for  the  New  York  Central 
Railway,  before  this  Committee,  Mr.  Depew,  said,  in  a  speech 
delivered  some  few  years  ago,  at  Albany,  before  the  Rail¬ 
road  Committee  of  the  Assembly  :  *•  That  we”  (the  New  York 
Central  Road)  “  say  to  the  man  who  comes  to  the  New  York 
Central  Road  and  wants  to  establish  a  special  line  of  business 
at  any  point  on  our  road — ‘  Go  there  ;  put  in  your  money; 
build  up  your  enterprise  ;  we  will  protect  you  and  give  you  a 
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rate  by  which  you  can  live  alongside  of  your  water-course 
within  the  locality  which  you  wish  to  develop  ;  we  say  to 
Rochester,  to  Utica,  to  Syracuse,  to  Schenectady,  to  Batavia, 
to  Albany,  to  Buffalo,  we  will  protect  you  in  the  business  you 
wish  to  transact,  and  we  will  give  to  you  a  special  rate  by  which 
you  may  be  enabled  to  foster,  encourage,  and  develop  your 
localities.’  ” 

Here  we  have,  then,  protection  carried  to  its  redudio  ad  ab- 
surdum .  Here  let  me  draw  the  attention  of  the  Committee 
to  the  same  policy  pursued  by  the  Erie  Railway  Company, 
through  the  instrumentality  of  Mr.  Yilas.  You  will  find  that 
again  and  again  the  explanation  offered  for  a  particular  special 
rate  is  to  enable  a  special  manufacturer  to  compete  with  others. 
That  this  protective  system  is  not  confined,  however,  to  the 
people  of  our  own  State  is  indicated  by  the  example  I  put  to 
Mr.Vilas,  on  the  last  day  he  was  on  the  stand  wherein  he  ad¬ 
mitted  that  a  stove  manufacturer  at  Dayton,  Ohio,  would, 
in  consideration  of  giving  to  the  Erie  Railway  Company  a 
long  haul  from  Dunkirk  to  Elmira,  get  a  special  rate  arranged 
with  the  acquiescence  of  the  Erie  through  the  instru¬ 
mentality  of  the  Atlantic  &  Great  Western  Railway,  over  the 
two  lines,  so  as  to  compete  with  some  Troy  manufacturer.  In 
other  words,  although  the  pretense  is  protection,  the  main 
object,  after  all,  seems  to  be  to  get  the  business  for  the  road 
at  the  best  terms  they  can. 

The  capriciousness  with  which  special  rates  are  given — the 
conflicting  and  contradictory  reasons  which  actuate  a  railway 
officer  in  giving  them,  are  all  set  forth  in  Mr.  Yilas’  attempted 
explanation  given  on  the  last  day  he  was  on  the  stand,  in  an¬ 
swer  to  Mr.  Shipman’s  questions,  and  even  these  explana¬ 
tions  are  shorn  very  largely  of  their  value,  because  they  are  post 
/ado  reasons,  devised  for  the  purpose  of  giving  an  explanation 
for  a  method  of  doing  business  which  the  railway  officials 
themselves,  by  this  time,  believe  to  be  utterly  vicious  ;  because 
on  the  redirect.examination,  Mr.  Blanchard  was  careful  to 
draw  Mr.  Yilas’  attention  to  the  fact  that  the  special  rates 
were  being  reduced  along  the  line  of  the  road ;  that  the  general 
schedule  rates,  lower  and  more  equitably  laid  down,  were 
being  substituted  as  the  general  rates,  and  that  the  system  of 
allowing  other  railroad  companies  to  make  special  rates  to 
local  points  was  being  largely  discontinued.  Yet  when  we  re- 
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fleet  bow  vast  the  power  is  that  is  thus  laid  in  the  hands  of  our 
railroad  corporations  for  good  or  for  evil,  for  weal  or  for  woe, 
to  every  business  interest  upon  its  line,  it  is  rather  surprising 
that  it  has  not  been  abused  to  a  greater  degree,  and  that  the 
community  tolerated  the  exercise  of  such  power  for  a  single 
instant  in  the  hands  of  an  irresponsible — using  that  term  in  a 
governmental  sense — a  shifting  and  oft-times  unscrupulous 
railroad  direction. 

What  this  system  leads  to  in  the  case  of  great  industries  or* 
articles  of  export  has  been  seen  in  the  case  of  refined  and 
crude  petroleum.  The  freedom  to  carry  freight  at  whatever 
you  please  along  the  line  of  our  great  highways,  it  cannot  be 
repeated  too  often,  is  the  freedom  to  tax,  and  freedom  to  tax; 
says  the  Supreme  Court  of  the  United  States,  is  the  power  to 
destroy. 

This  protective  system  is  however  an  odd  sort  of  protec¬ 
tion.  It  is  intended  for  the  rich  only,  not  for  the  poor  or  the 
struggling.  Hear  Mr.  Goodman’s  testimony  on  A.  T.  Stewart 
&  Co.’s  special  rate. 

Pages  808,  810,  811. 

“  Q.  You  made  the  rate  for  A.  T.  Stewart  &  Co  ?  A.  Yes, 
sir. 

Q.  Was  that  to  build  up  and  develop  their  business  ?  A. 
Yes,  sir. 

Q.  That  was  the  object  ?  A.  That  was  one  of  the  objects. 

Q.  January  11th,  1879  ?  A.  Yes,  sir. 

Q.  You  thought  that  business  was  not  yet  sufficiently  built 
up  and  developed  ?  A.  No,  sir  ;  not  the  manufacturing  part 
of  it. 

Q.  How  long  had  the  factories  of  A.  T.  Stewart  &  Co.  been 
in  existence  ?  A.  The  one  at  Dutchess  Junction  about  three 
years,  I  think;  it  isn’t  completed  yet. 

Q.  And  they  were  languishing  and  suffering  ?  A.  To  a 
great  extent ;  yes,  sir. 

Q.  And  you  acted  as  a  fostering  mother  to  A.  T.  Stewart  & 
Co.,  to  build  it  up  ?  A.  Yes,  sir  ;  I  added  my  might  to  develop 
their  traffic  ;  we  wanted  to  carry  the  freight ;  boats  might  have 
carried  it  in  the  summer. 

******* 

Q.  Do  you  know  anything  of  G.  C..  Buell  &  Co.  ?  A.  Yes, 
sir.  * 

Q.  You  wanted  to  develop  their  business  ?  A.  Yes,  sir  ; 

they  are  at  Rochester — wholesale  dealers. 

******* 
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Q.  Do  yon  know  H.  S.  Ballou,  of  Bocliester?  A.  I  do  not. 

Q.  He  seems  to  be  a  grocer  there  ?  A.  A  small  concern , 
perhaps. 

Q.  Small  concerns  are  not  worth  developing,  according  to 
your  opinion  ?  A.  Our  tariff  rates  are  loiv  enough  for  them  at 
Rochester • 

Q.  That  is  to  say,  a  small  concern  ought  to  pay  40,  30,  25 
and  20 — according  to  classes  of  goods— as  against  a  large 
concern,  18 — for  all  classes — that  is  your  rule?  A.  Well,  if  lie 
Is  a  grocer,  most  of  his  business  is  fourth  class  freight. 

Q.  And  he  ought  to  pay  20  as  against  13  ?  A.*  Yes,  sir. 

Q.  That  small  man  has  no  right  to  develop  ?  A.  He  has 
the  same  chance  that  the  other  man  has  ? 

Q.  At  20  against  13  ?  A.  Oh ,  yes. 

Q.  Do  vou  call  that  the  same  chance  ?  A.  About  the  same 

i  ^ 

chance  ;  yes,  sir. 

Q.  You  consider  it  the  same  chance  ?  A.  Yes,  sir.” 

This  is  deliberately  making  the  rich  richer  and  the  poor 
poorer,  by  taxing  the  poor  for  the  benefit  of  the  rich  through 
the  instrumentality  of  the  freight  charge  coupled  with  the 
abomination  of  the  special  rate. 


Milk. 

In  the  discussion  of  the  larger  questions  involved  in  this  con¬ 
troversy  the  milk  question  must  not  be  forgotten,  as  it  illus¬ 
trates  two  important  points  in  this  investigation. 

It  is  shown  by  the  testimony  of  the  witnesses  that  this  pro¬ 
duct,  of  which  the  railway  companies  centering  in  New  York 
have  substantially  the  exclusive  carriage  as  against  other 
means  of  conveyance,  is  subjected  to  a  charge  so  grossly  out 
of  proportion  to  the  earnings  of  the  railway  on  any  other 
freight  that  it  is  the  best  illustration  of  the  taxing  power  of 
the  railway  lurking  under  the  guise  of  a  freight  charge. 

This  product  is  produced  within  a  radius  of  one  hundred 
miles,  and  is  brought  to  the  station  by  the  farmers.  The  can 
contains  forty  quarts  of  milk,  which  weighs  about  eighty 
pounds,  which,  together  with  the  can,  makes  about  one  hun¬ 
dred  pounds  to  each  can. 

This  traffic  meets  all  the  requirements  which  we  have .  been 
told  would  cheapen  the  cost  of  transportation.  It  is  shipped  in 
car  loads,  even  in  train  loads.  There  is  regularity  of  shipment 
— indeed,  absolute  certainty  of  the  shipment  daily.  It  is  easily 
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handled  ;  it  is  not  bulky — a  car  can  be  laden  to  its  full  capacity 
with  the  product. 

Here  is  every  element  which  should  secure,  where  the  rail¬ 
ways  run  upon  any  uniform  policy  as  to  freight  charges,  to  the 
people  of  the  City  of  New  York,  low  freights  on  milk,  freights 
at  least  absolutely  as  low-,  if  not  relatively  as  low,  as  the  rates 
made  to  the  Standard  Oil  Company  on  a  product  that  is  hauled 
460  miles  in  cars  that  must  necessarily  go  back  empty ;  and 
yet,  instead  of  cheapening  the  price  of  the  product,  in  so  far 
as  the  freight  charge  enters  into  the  price,  the  monopoly 
power  of  the  railway  creates  a  taxing  power  which  induces 
them  for  their  own  personal  interest  to  disregard  all  other  ele¬ 
ments  and  all  reasons  for  freight  charges  in  other  directions, 
and  to  exercise  in  this  instance  arbitrary  taxing  power. 

They  charge  and  they  obtain  40  and  45  cents  per  can  on  a 
traffic  that  comes  with  a  regularity  of  the  rising  sun,  and  is 
easily  handled,  and  which  comes  from  a  average  distances  of 
fifty  miles. 

What  becomes  of  their  fine-spun  theory  of  charging  on  a 
product  in  conformity  with  its  price  in  the  market  ?  They 
carry,  according  to  their  schedule,  a  box  of  silk  worth  two 
thousand  dollars  at  the  same  rate,  to  Buffalo,  a  distance  of  four 
hundred  miles,  that  they  carry  three  cans  of  milk  the  contents 
of  which  are  worth  four  dollars  ! 

This  clearly  shows  that  the  railway  in  this  instance  imposes 
a  tax  of  a  half  a  cent  a  quart,  not  as  a  common  carrier  on  the 
highway,  but  because  the  public  have  enabled  them  to  fix  arbi¬ 
trary  rates  at  which  that  highway  is  to  be  used.  And  shows  that 
the  theory  of  charging  what  it  will  bear,  as  attempted  to  be  ex¬ 
plained  by  Mr.  Blanchard,  that  the  freight  charge  is  based  on 
the  value  of  the  article  that  is  conveyed,  is  wholly  fictitious 
and  baseless.  They  charge  according  to  the  value  when  the 
people  will  bear  it.  They  charge  according  to  necessity  when 
the  people  will  bear  it,  and  the  only  principle  which  underlies 
all  the  freight  charges  of  New  York  railways  seems  to  be  not 
what  the  article  will  bear,  but  to  charge  what  the  people  will 
bear.  In  the  case  of  milk  they  bear  forty  and  forty-five  cents 
a  hundred  for  a  carriage  of  fifty  miles.  In  the  case  of  petro¬ 
leum,  some  few  people  whom  they  have  created  as  the  main 
purveyors  of  oil  will  bear  only  thirty  cents  a  barrel  of  450 
pounds  for  a  haul  of  450  miles  each  way.  In  the  case  of  silk 
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they  will  bear  a  charge  of  sixty  or  seventy  cents  a  hundred 
to  Buffalo,  and  those  who  won’t  bear  it  must  either  go  under, 
or  if  that  is  not  practicable  they  are  placated  with  special  rates. 

Set  the  milk  traffic  side  by  side  with  the  petroleum  traffic 
and  you  have  the  anomalies  to  which  free  railroading  will  lead 
and  the  consequences  which  flow  from  the  absence  of  regula¬ 
tion,  and  the  abnegation  by  the  State  of  the  performance  of 
its  duties  more  thoroughly  exemplified  than  in  any  other  in¬ 
stances  which  have  come  under  the  notice  of  this  Committee. 

Stock  Watering. 

One  of  the  charges  made  by  the  Chamber  of  Commerce  and 
Board  of  Trade  was  that  •  our  railway  corporations  had 
evaded  the  statutory  limitation  of  ten  per  cent,  on  capital  ac¬ 
tually  expended  by  shameless  waterings  of  stock  and  issues  of 
bonds,  of  which  but  a  very  small  proportion  of  the  nominal 
amounts  entered  into  actual  construction  of  roadbed  or  equip¬ 
ment. 

To  this  the  railway  Presidents  had  the  hardihood  to  answer 
that  their  stock  capital  and  bonded  indebtedness  actually 
represented  values  incorporated  into  their  roads,  and  for  a 
moment  the  boldness  of  the  answer  staggered  those  who 
drafted  the  accusation,  and  they  had  some  misgivings  that  they 
may  possibly  have  somewhat  hastily  made  a  charge  unfounded 
in  fact. 

It  seems  scarcely  credible  that  men  in  power  and  position 
in  the  community — of  excellent  social  standing,  should  deny 
what  seemed  to  the  complainants  a  fact  so  notorious  that  it 
almost  came  in  the  category  of  facts  of  which  a  court  would 
take  judicial  notice  And,  indeed,  I  was  anxious  to  learn  by 
what  process  the  watering  of  the  stock  of  the  New  York  Cen¬ 
tral  B.  B.  would  be  attempted  to  be  justified  and  how  the  rais¬ 
ing  of  the  capital  from  $29,000,000  to  $85,000,000  of  the  Erie 
Bailway  during  the  Eldridge  and  Gould  administrations, 
could  be  shown  to  be  represented  in  the  actual  construction 
accounts  of  the  roads. 

Upon  this  point  the  story  told  by  the  State  Engineer’s  Be- 
ports,  as  shown  in  the  comparative  statements  in  evidence 
(Exhibits  Nos.  1  and  2,  July  10,  1879),  is  significant. 

In  1867  the  capital  stock  of  the  Erie  Bailway  was  $25,111,- 
210,  and  in  1872  it  was  reported  as  $86,536,910,  showing  an 
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increase  of  $61,425,700.  The  Construction  Account  of  the  Erie 
was,  in  1867, $49,247, 700,  and  in  1872,  $108,807,687,  an  increase 
of  $59,559,987 ;  but  in  order  to  arrive  at  something  like  the 
actual  amount  expended  for  construction  during  those  years,  it 
is  necessary  to  deduct  from  these  $59,000,000,  the  increase  in  the 
item  “New  York  &  Erie  Railroad  Company.”  This  item  re¬ 
presenting  the  original  cost  to  the  road  by  the  assumption  of 
the  bonds  and  stocks  of  the  Old  Erie  road  could  not  honestly 
be  increased  a  dollar  in  the  accounts.  From  1863  to  1868, 
this  item  is  reported  at  $38,964,728 ;  in  1869  at  $48,500,- 
000 ;  in  1870  at  $55,400,000 ;  in  1871,  at  $86,000,000  and  in 
1872,  $86,296,899,  an  increase  in  the  aggregate  of  $47,332,171. 
Deduct  this  from  the  $59,000,000  increase  in  the  Construction 
Account,  and  you  have  but  $12,227,816  left ;  deduct  this  in 
turn  from  the  $61,400,000  increase  of  Capital  Stock  and  the 
result  shows  $49,197,884  of  “watering”  in  five  years,  to  which 
must  be  added  an  increase  in  the  Funded  Debt  from  1867  to 
1872  of  $3,966,000,  which  it  is  not  even  attempted  to  account 
for  in  these  reports.  The  grand  total  for  that  period  therefore, 
is  $53,163,884  of  indebtedness,  not  represented  upon  the  books, 
by  construction. 

Now  see  how  these  deductions  from  the  State  Engineer’s 
Reports  are  Corroborated  by  the  evidence.  Mr.  Guppy  on 
pp.  2452  and  2453,  testifies  : 

“  Q.  What  was  the  capital  stock  of  the  company  at  that 
time  (1867)  ?  A.  The  capital  stock  was  $25,111,210.00. 

Q.  That  was  when  Eldridge  became  President  ?  A.  Yres, 
sir  ;  the  funded  debt  was  $22,429,920.00, 

Q.  The  floating  debt?  A.  $3,524,813.23. 

Q.  Making  a  total  of  how  much?  A.  $51,065,943.23. 

Q.  When  did  Gould  retire  from  the  Presidencv?  A.  In 
March,  1872. 

Q.  What  was  its  stock  and  debt  account  when  Mr.  Gould 
retired  from  the  presidency  ?  A.  For  the  end  of  the  fiscal 
year  of  1872,  the  capital  stock  was  $86,536,910.00. 

Q.  And  its  funded  debt  ?  A.  $26,395.00. 

Q.  And  its  floating  debt  ?  A.  $2,517,301.26. 

Q.  Making  a  total  of  how  much  ?  A.  $115,449,211.26. 

Q.  An  increase  of  capital  during  the  Gould  administration 
of  how  much?  A.  $61,425,700  of  capital  stock  ;  $3,965,080  of 
funded  debt ;  a  decrease  in  the  floating  debt  of  $1,007,511.97, 
making  the  total  increase  $64,383,268.03. 

Q.  How  much  did  the  construction  account  during  the  whole 
of  that  administration  increase,  from  Eldridge’s  presidency 
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until  Gould’s  removal?  A.  From  Eldridge’s  presidency  to  the 
end  of  the  fiscal  year  of  1872,  it  increased  $12,227,746.29. 

Q.  You  have  examined  the  State  reports  to  the  Engineer, 
have  you  not  ?  A.  Yes,  sir. 

Q.  You  have  assisted  in  making  them  up  from  year  to  year? 
A.  Somewhat ;  yes,  sir. 

Q.  How  is  that  increase  of  capital  accounted  for  other  than 
that  it  has  gone  into  the  Construction  Account  ?  A.  $47,332,- 
171.27  is  charged  to  the  cost  of  the  old  New  York  &  Erie 
[Railroad  Company ;  $4,823,350.47  not  accounted  for  at  all. 

Q.  Did  the  old  Erie  Railway  cost  anything  in  addition  after 
it  was  once  bought  ?  A.  No,  sir. 

Q.  What  does  that  cost  of  the  old  Erie  Railroad  Company 
represent  ?  A.  Do  you  mean  the  old  cost,  or  what  is  added  ? 

Q.  No  ;  what  is  the  meaning  of  that  item  ?  A.  The  cost  of 
the  old  bonds  and  stock  of  the  New  York  and  Erie  Railroad 
Company  sold  on  foreclosure. 

Q.  Which  the  new  company  assumed  ?  A.  Yes,  sir. 

Q.  There  was  no  additional  assumption  after  that  ?  A.  No, 
sir. 

|j  Q.  Which  would  add  one  dollar  to  its  cost?  A.  There 
might  have  been  a  few  dollars  from  outstanding  debts,  which 
would  be  settled  afterwards  ;  judgments,  or  something  or  other 
that  came  in. 

Q.  That  would  be  only  a  trifle,  would  it  ?  A.  A  trifle  ;  that 
is  all. 

Q.  What  additions  to  the  road  or  equipments  are  represented 
by  this  increase  of  $52,000,000  not  represented  by  the  Con¬ 
struction  Account  ?  A.  Nothing.” 

General  Diven’s  testimony  on  this  point  is  no  less  pertinent. 
On  page  2,711  he  testifies  concerning  the  cost  of  the  New 
York  &  Erie  Railroad  to  the  Erie  Railway  Company,  which 
Judge  Shipman  himself  gives  (page  2,712)  at  the  figure  named 
above,  $38,964,728.45.  On  pages  2,714  and  2,715  General 
Diven  says  of  the  improvements  put  upon  the  Erie  from  1867 
to  1872  as  follows  : 

“  Q.  Now,  tell  us,  what  is  your  opinion  of  the  extent  and 
amount  of  the  betterments  that  have  been  put  upon  the  Erie 
Railway  Company’s  road  during  the  Gould  administration  ?  A. 
That  must  be  a  very  broad  guess ;  I  don’t  think  the  road  was 
materially  improved  during  Gould’s  administration,  except  so 
far  as  some  ferry-boats  and  something  done  upon  double  track; 
the  general  condition  of  the  road  at  the  time  he  left  it  was  not 
very  much  better  than  at  the  time  he  entered  upon  it ;  there 
were  some  increase  of  locomotive  and  cars ;  the  whole  amount 
could  not  have  been  very  great. 
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Q.  Then  there  was  nothing  in  the  way  of  improvements 
upon  that  road  that  represented  an  increase  of  capital  stock  of 
that  railway  in  those  years,  from  $25,000,000  to  $83,000,000  ? 
A.  Nothing  that  I  know  of.” 

And  to  show  you  the  character  of  some  of  the  items 
charged  to  Construction  Account,  I  will  quote  from  the  testi¬ 
mony  of  Colonel  Balch  on  page  845  : 

“  Q.  How  much  of  that  was  represented  by  legal  expenses,  if 
you  know?  A.  For  the  year  ending  September  30th,  1870, 
there  will  be  found  on  the  books  of  the  Erie  Railway  Com¬ 
pany,  charged  up  to  cost  of  construction,  a  charge  headed  legal 
expenses,  $891,955.66.” 

The  testimony  in  regard  to  watering  the  stock  of  the  New 
York  Central  is  no  less  clear  and  emphatic.  In  discussing  the 
misleading  character  of  reports  to  the  State  Engineer,  I  quoted 
from  the  testimony  of  Mr.  Robertson  (pp.  99U-993)  concerning 
the  fictitious  Reserve  Fund  of  $44,000,000,  representing  the 
water  in  the  Central’s  stock  and  the  gradual  absorption  into 
the  Construction  Account  of  this  fund  ;  the  admission  of  Mr. 
Depew  on  page  994  ;  the  exceedingly  frank  statement  of  Mr. 
Yanderbilt  (p.  1648)  that  “  What  you  call  water  is  charged  to 
construction,”  and  that  instead  of  gradually  charging  it  to 
construction  “  it  ought  to  have  been  done  at  once.”  Also  the 
acknowledgment  of  Mr.  Depew  (p.  1648)  that  the  additional 
stock  ought  to  have  been  charged  into  construction  account  at 
the  time.  To  these  I  desire  to  add  the  testimony  of  Mr.  Wor¬ 
cester  on  that  point  (page  1116)  : 

“Q.  The  New*  York  Central  Railroad  Company  in  its  consoli¬ 
dation  with  the  Hudson  River  has  doubled  up  its  stock  prac- 
caUy,  hasn’t  it — the  Hudson  River  doubled  up,  and  the  New* 
York  Central  doubled  up  ?  A.  Well,  no,  sir  ;  I  have  explained 
to  you  how  that  was. 

Q.  I  know  how’  it  w’as  ;  we  have  not  had  it  explained.  A.  The 
New  York  Central  didn’t  double  its  stock  or  ^affect  its  stock ; 
it  couldn’t ;  it  was  not  authorized  to  ;  the  Hudson  River  never 
doubled  its  stock — it  was  not  authorized  to  ;  the  Consolidation 
Act  authorized  railroads  to  consolidate  and  form  a  new  com¬ 
pany  ;  the  new  company  w’as  authorized  to  fix  its  capital 
stock  ;  the  capital  stock  of  the  New  York  Central  &  Hudson 
River  Company — the  newr  company — was  made  a  certain 
amount ;  and  that  amount  was  about  twice  the  original 
capital  of  the  New  York  Central  &  Hudson  River  Railroad 
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alone.  It  was  very  nearly  double  tlie  amount  of  the  com¬ 
bination  of  those  two  capitals.*” 

And  here  again  the  State  Engineer’s  Reports  bear  witness 
(Exhibit  No.  23,  August  28,  1879)  :  In  1869  the  Hudson  River 
Railroad  reported  its  capital  stock  at  $16,020,800,  and  the 
New  York  Central  Railroad  at  $28,795,000,  together,  $44,815,- 
800.  In  1870  the  consolidated  company  reports  its  capital 
stock  to  be  $89,428,330,  being  an  increase  of  $44,612,530,  and 
in  the  same  report  the  Construction  Account  is  given  as  $59  - 
765,684.  To  these  $44,600,000  of  “  water”  must  be  added,  in 
round  numbers,  $8,000,000  of  debt  certificates  paid  as  bonus  in 
the  consolidation  of  1853.  This  increases  the  volume  of 
“  water”  to  $52,612,530. 

Now,  let  us  look  at  the  increase  of  bonded  indebtedness  of 
the  Erie  from  1872  to  1878 — beginning  at  the  “Rescue”  and 
closing  with  the  last  report  of  the  “  Reform”  administration. 
In  1872  the  Erie  reported  a  funded  debt  of  $37,917,143,  and  in 
1878,  $66,818,203 — an  increase  of  $28,901,060 ;  and  while  the 
Construction  Account  in  1872  was  $108,807,687,  and  in  1878 
was  $118.207,845 — an  increase  of  $9,400,158.  This,  deducted 
from  the  increased  bonded  indebteness,  leaves  $19,400,902  ad¬ 
ditional  debt  not  represented  by  construction. 

On  page  2558,  Octave  Chanute,  the  Engineer-in-Chief  of  the 
New  York,  Lake  Erie  &  Western  Railroad,  testifies  : 

“  Q.  Can  you  tell  us,  from  1873  when  you  became  connected 
with  the  road,  down  to  the  period  of  the  sale  of  the  road  in 
1878,  what  you  estimate  to  be  the  value  of  the  improvements 
that  have  been  put  upon  that  road  ?  A.  Upon  the  road 
proper,  the  value  of  the  improvement  must  have  been  three 
or  four  million  dollars  ;  I  have  to  guess  at  it  as  I  have  no 
figures. 

Q.  Your  estimate  is  three  or  four  million  dollars  ?  A.  I 
should  be  inclined  to  increase  that  estimate  instead  of  dimin¬ 
ishing  it.” 

And  subsequently  he  does  increase  his  estimate  to  between 
four  and  five  millions  of  dollars.  According  to  the  reports  of 
the  State  Engineer,  Erie’s  construction  account  in  1873  was 
$111,630,092,  and  in  1878,  $118,207,855,  an  increase  of 
$6,577,753,  and  an  excess  over  the  figures  for  actual  improve¬ 
ments  on  tlie  road,  as  given  by  its  engineer-in-cliief,  of  two 
millions  of  dollars. 
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From  1870  to  1878  the  capital  stock  of  the  New  York  Cen¬ 
tral  remained  the  same,  but  the  funded  debt  of  that  road  in¬ 
creased  during  those  years  from  $13,681,807  in  1870,  to  $39,- 

801,233,  an  increase  of  $26,119,426. 

The  entire  capital  stock,  funded  debt  and  some  bonds  and 
mortgages  of  the  New  York  Central  Railway,  reported  in  1878, 
amounted  to  $129,865,583,  and  the  construction  account  in  the 
same  report  is  given  as  $99,894,095,  leaving  $29,971,488  not 
represented  by  construction,  showing  the  then  condition  of  the 
gradual  approach  of  the  balancing  of  the  capital  account  by 
the  “  constructive  construction”  account. 

The  Financial  Administration  of  the  Erie  Railway 

Company. 

The  Erie  Railway  Company  must  have  been  a  marvelously 
good  piece  of  property  to  have  ^  survived  the  depletions  to 
which  it  has  been  subjected  by  its  financial  administrations 
from  1868  to  the  present  time.  Gould  took  fifteen  or  sixteen  mil¬ 
lions  from  it ;  Vanderbilt  took  three  or  four  millions  ;  Bischoff- 
sheim,  Sickles,  McHenry,  and  numberless  other  people  have 
been  taking  large  slices  from  this  property,  and  yet  it  survives, 
and  its  present  managers  tell  us  that  there  is  a  reasonable  pro¬ 
bability  of  paying  interest  upon  the  bonds,  and  dividends  upon 
the  stocks  on  a  sum  total  of  which  it  is  safe  to  sav  that  a 

-j 

hundred  millions  may  be  characterized  as  fictitious  and  fraud¬ 
ulent. 

And  to  redress  all  this  wrong  doing,  it  seems  that  no  reliance 
can  be  placed  upon  successive  managements  to  drag  the  evils 
of  a  former  management  to  light,  and  compel  the  restitution 
of  property  wrongfully  taken. 

Has  it  never  occurred  to  the  lawyers  who  represent  the  Erie 
Railway  Company  that  when  they  sued  Mr.  Gould  for  eleven 
millions  of  dollars,  the  amount  actually  received  by  him  for  the 
$47,000,000  stock  fraudulently  issued,  and  slaughtered  in  the 
market  at  from  25  to  30,  that  the  sum  he  obtained  was  not 
the  measure  of  damages  which  the  Erie  sustained — that  the 
amount  which  Mr.  Gould  received  from  his  stock  brokers  was 
an  immaterial  element,  but  the  amount  of  stock  fraudulently 
issued,  at  its  par  value  and  interest  thereon — $47,000,000 — 
was  the  true  injury  to  the  road;  and  if  they  imagined  that  the 
Company  was  not  injured  to  any  such  extent,  is  not  the  com¬ 
munity  injured  to  that  extent,  and  does  not  the  burden 
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in  tlie  end  fall,  through  the  instrumentality  of  the  Erie 
Railway  Company,  upon  the  community,  by  the  power  to 
levy  toll  upon  such  $47,000,000?  Each  share  of  stock  of 
this  $47,000,000  is,  so  to  speak,  a  letter  of  marque  against  the 
future  industry  and  commerce  of  the  people  of  our  State,  and 
some  day  or  another  the  Attorney  General,  in  the  name  of  the 
people  of  the  State,  may  be  called  upon  to  raise  a  very  im¬ 
portant  question  in  an  action  brought  by  him  for  this  wrongful 
issue  of  stock.  It  is  not  necessary  here  to  discuss  whether 
such  an  action  is  maintainable  or  not ;  and  if  maintainable, 
whether  it  will  not  make  of  all  the  releases,  agreements,  com¬ 
promises  and  what  not,  which  we  have  had  before  us,  and 
which  were  made  from  every  motive  except  that  of  compelling 
restitution,  worthless  paper. 

We  have  in  evidence — through  Mr.  Guppy’s  testimony, 
through  the  testimony  of  Col.  Balch  and  of  Mr.  Shearman — 
that  the  securities  which  were  turned  over  in  the  settlement  of 
the  eleven  million  dollar  suit  against  Gould  were  the  property 
of  the  Erie  Railway  Company — property  as  to  which  the  Erie 
Railway  Company  never  really  had  been  divested  of  title — and 
which  remained  the  property  of  the  Erie  Railway  Company 
even  during  the  time  that  Mr.  Gould  had  temporary  posses¬ 
sion  of  such  property,  and  were  representatives  of  values 
which  had  been  converted  to  the  use  of  Mr.  Gould  in  addi¬ 
tion  to  the  actual  mone3rs  (seven  or  eight  millions  of  dollars) 
which  the  fraudulent  sale  of  Erie  Railway  stock  brought. 
Hence  the  so-called  settlements  and  restitutions  were  neither 
settlements  nor  restitutions  of  the  one  great  wrong  which  the 
Erie  Railway  Company  suffered  in  this  issue  of  $47,000,000 
of  fraudulent  stock,  and  what  motives  there  were  in  making 
such  settlements  we  can  only  conjecture  and  surmise. 

A  glance  at  this  settlement  will  show  that  when  Mr.  Gould 
had  any  doubt  as  to  whether  the  stock  was  his  of  the  company’s 
he  reserved  the  question  of  turning  over  that  piece  of  prop¬ 
erty  ;  that  in  its  evident  scope  and  meaning  there  was  to  be  re¬ 
turned  to  the  Erie  Railway  not  the  property  of  Mr.  Gould  in 
the  settlement  of  the  $11,000,000  claim,  but  some  other  prop¬ 
erty  of  the  Erie  Railway  Company  which  Mr.  Gould  held  over 
and  above  the  $11,000,000  claim  :  The  6th  section  of  the  settle¬ 
ment  says,  “The  interest  of  said  Gould  in  the  new  Lisbon 
Coal  Company  and  in  the  Ohio  Coal  and  Mining  Company,  if 
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the  same  was  paid  for  out  of  the  moneys  of  the  Erie  Railway,  is 
hereby  transferred  to  it — hut  if  the  same  teas  paid  for  out  of 
said  Gould's  individual  property,  then  the  same  shall  be  held  by 
Samuel  L.  M.  Barlow,  to  whom  the  same  was  transferred 
conditionally,  a  few  months  ago,  the  said  Gould  being  at  this  time 
unable  to  determine  whether  the  same  is  his  own  property  or  is 
held  by  him  in  trust  for  the  Erie  Company 

It  will  be  remembered  that  in  the  first  settlement  Gould  was 
to  have  turned  over  one  million  of  dollars  in  United  States 
Express  Company  stock.  This  he  had  failed  to  do,  and  the 
various  litigations  that  he  then  instituted  or  was  at  the  bot¬ 
tom  of,  to  wit,  the  People’s  action,  among  others,  were  in  all 
probability  all  instituted  with  a  view  of  worrying  the  direction 
to  release  him  from  this  million  of  dollars  payment,  and  as  in 
the  end  through  his  connivance  and  with  his  consent  Jewett 
was  appointed  Receiver,  he  was  released  from  his  million  dol¬ 
lar  payment  for  a  small  consideration. 

In  the  action  which  the  Attorney-General  brought,  charges 
of  a  most  serious  character  had  been  made  against  the  J ewett 
administration,  and  which  resulted  in  some  sort  of  an  arrange¬ 
ment  between  the  Attorney-General  and  the  Erie  Railway 
Company  and  Mr.  Gould,  by  which  these  serious  charges  were 
withdrawn  and  an  amended  complaint  substituted,  Gould 
eventually  released  from  his  obligation  to  turn  a  million  dol¬ 
lars  worth  of  United  States  Express  Stock,  or  its  equivalent 
over  to  the  Erie  Railway  Company ;  and  the  then  direction  of 
the  Erie  Railway  Company  through  the  instrumentality  of  the 
Receivership  had  a  bridge  built  for  them,  by  which  they  could 
safely  retreat  from  the  attacks  made  by  the  McHenry-Sickles’ 
party  into  a  new  land  of  promise  of  a  reconstructed  and  re¬ 
organized  corporation,  and  Wilbur  M.  Brown,  the  Attorney- 
General’s  partner,  received  $5,000  for  his  instrumentality  in 
the  premises. 

Is  it  not  true  that  the  intention  of  the  men  who  made,  and 
the  men  who  connived  at  these  settlements  was  that  a  great 
sponge  was  to  wipe  out  in  that  way  all  the  malversation  of  the 
past,  new  stock  was  to  be  issued  in  place  of  the  old,  new  obliga¬ 
tions  in  place  of  the  old  ones,  bygones  were  to  be  bygones,  and 
the  people  of  the  State  of  New  York  were  to  be  burdened, 
instead  of  the  stockholders,  with  the  weight  of  these 
past  malversations?  It  is  for  the  people  of  the  State 
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of  New  York,  however,  to  say  whether  they  are  willing  to 
bear  that  ’ burden  forever,  whether  the  $160,000,000  of  Erie 
capital,  representing  an  actual  value  of  about  $70,000,000,  shall 
be  permitted  to  earn  interest  and  dividends  upon  $160,000,000 
out  of  the  people  of  the  State  of  New  York,  so  that  those  who 
committed  the  wrong  of  inflating  its  capital  stock  and  putting 
the  difference  into  their  own  pockets  shall  go  free  of  punish¬ 
ment,  that  those  who  permitted  it  to  be  done  shall  be  freed  from 
the  consequences  of  their  negligence  and  folly,  and  that  those 
who  succeeded  the  administrations  that  were  ^guilty  of  those 
wrongs,  who  have,  from  motives  of  policy  or  personal  ag¬ 
grandizement,  made  sham  compromises  and  sham  settlements 
so  as  to  maintain  powerful  friendships  and  not  incur  bitter 

enmities,  shall  be  exonerated  from  the  responsibility  of  such 
connivance  and  wrong. 

Now,  let  us  look  one  moment  at  this  so-called  reform  admin¬ 
istration  of  the  Erie  Railway  Company  since  1872  and  what 
they  have  been  guilty  of,  as  to  the  financial  administration  of 
the  road. 

It  is  in  evidence  that  Mr.  McHenry,  both  in  person  and 
through  his  agent,  Mr.  S.  L.  M.  Barlow,  who  became  at  the  same 
time  one  of  the  counsel  for  the  road,  obtained  control  of  the 
Erie  Railway  Company  from  the  very  outset  through  the  instru¬ 
mentality  of  Bischoffsheim  &  Goldschmidt  and  through  his  own 
personal  influence,  and  held  from  1872  to  1875  inclusive  the 
stock  voting  power  of  that  great  corporation ;  that  Mr.  McHenry 
was  not  himself  an  owner  of  Erie  Railway  stock  and  had  no  inter¬ 
est  therein  ;  that  his  interest  lay  altogether  with  the  Atlantic 
&  Great  Western  Railway,  a  connection  of  the  Erie’s,  and 
which  had,  for  a  considerable  periodpf  time,  been  using  the  Erie 
to  maintain  its  broken  finances  and  condition ;  that  McHenry 
conceived  the  plan,  early  in  the  history  of  the  so-called  reform 
administration,  of  making  one  continuous  line  of  three  proper¬ 
ties — of  the  Erie,  Atlantic  &  Great  Western  and  the  C.,  C.,  C.  & 
I. ;  and  that  between  the  two  sound  organizations,  the  Erie  on 
the  one  side  and  the  C.,  C.,  C.  &  I.  on  the  other  side, 
that  cripple,  the  Atlantic  &  Great  Western,  could  be  per¬ 
mitted  to  amble  along.  This  of  course  would  have  lifted  Mr. 
McHenry  out  of  his  difficulties ;  would  have  made  his  com¬ 
paratively  worthless  securities  in  the  Atlantic  &  Great  West¬ 
ern,  of  value  upon  the  London  market,  and  for  aiding  him  to 
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accomplish  that  result  he  could  well  have  afforded  to  pay  Mr. 
Hurlburt  the  President  of  the  C.,  C.,  C.  &  I.  $1,000,000,  Mr. 
Barlow,  as  the  representative  of  the  Erie  Railway  Company, 
the  sum  of  $400,000,  and  Mr.  Watson  the  sum  of  $200,000. 

That  such  an  agreement  was  made  is  admitted  ;  that  it  was 
made  early  in  the  history  of  Watson’s  administration  is  ad¬ 
mitted,  and  that  schemes  were  thereupon  entered  upon  by  the 
purchase  of  the  C.,  C.,  C.  &  I.  stock,  and  the  management  of 
the  Erie  Railway  Company  in  the  interest  of  McHenry  by 
which  this  scheme  wTas  to  have  been  consummated,  there  is  no 
doubt. 

How  Mr.  Barlow  can  reconcile  his  position  as  counsel  for 
the  Erie  Railway  Company  with  his  position  as  counsel  for 
Mr.  McHenry  and  the  Atlantic  &  Great  Western  Railroad 
Company  from  the  period  of  1871  to  1875  is  not  explained. 
The  evidence  clearly  shows  that  there  was  here  an  antag¬ 
onistic  interest  constantly  and  continuously  served  by  one 
lawyer. 

The  declaration  of  the  dividends  during  Watson’s  adminis¬ 
tration  were  clearly  fraudulent.  Mr.  Barlow  says  it  wTas  done 
on  Mr.  Dunan’s  statements.  Mr.  Dunan  in  his  affidavit  (Ex¬ 
hibit  No.  9,  November  26th,  1879),  says  that  these  statements 
were  cooked  to  order,  and  that  Mr.  Watson  knew  that  they 
were  cooked  to  order.  Mr.  Barlow  states  that  they  received 
direction  from  the  other  side  from  Mr.  McHenry,  that  the 
bonds  could  not  be  floated  unless  a  dividend  was  declared. 
Mr.  Barlow  goes  further  and  states  that  he  does  not  believe 
that  they  were  paid  out  of  the  proceeds  of  bonds. 

But  Duncan,  Sherman  &  Co.’s  accounts  which  are  in  evi- 
\  denee  here,  show  conclusively  that  both  dividends  were  paid 
out  of  the  proceeds  of  the  Second  Consolidated  Mortgage. 
The  pretence  that  the  construction  made  during  the  course  of 
the  year,  were  sufficient  to  have  paid  the  dividends,  is  nega¬ 
tived  absolutely  by  the  sworn  construction  accounts  for  the 
year  1873. 

Dunan  shows,  in  his  affidavit,  that  the  sum  of  $1,947,624.65, 
which,  as  a  balance  of  net  earnings,  was  brought  forward  from 
previous  years,  was  entirely  erroneous  and  fictitious,  and  that  at 
that  time  there  was  no  balance  or  surplus  of  net  earnings  what¬ 
ever.  In  his  affidavit  he  gives  a  series  of  thirteen  items,  combin- 
edly  making  about  $2,421,409.84 — all  of  them  absolutely  worth¬ 
less  which  were  then  for  the  first  time  computed  as  assets  at  their 
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par  value,  for  the  purpose  of  making  up  a  fictitious  account* 
with  a  view  to  declaring  a  dividend.  He  further  shows,  that 
during  the  year  1872  the  sum  of  $842,737.72  were  charged  as 
legal  expenses,  and  carried  to  the  cost  of  road  and  equipment 
on  the  capital  account;  and  that  this  sum  went  to  make  up  and 
swell  the  construction  account ;  that  the  expenses  for  the  year 
1872  were  understated  to  the  amount  of  $602,196.42,  by  the 
order  of  the  President  of  the  road,  by  deducting  materials  on 
hand  from  the  actual  expenses  of  the  year. 

That  making  these  corrections  there  was,  instead  of  a  sur¬ 
plus  of  a  million  and  a  half  available  for  dividends,  a  surplus 
of  but  $94,000. 

As  to  the  dividend  declared  June  30th,  1873,  of  one  per  cent, 
on  the  common  stock,  and  three  and  one  half  per  cent,  on  the 
preferred,  amounting  to  $780,000  on  the  common,  and  $298,791 
on  the  preferred,  Mr.  Dunan  positively  asserts  in  his  affidavit, 
that  they  had  not  been  earned — not  a  dollar  of  it ;  and  in 
stating  the  profit  and  loss  statement  for  the  six  months 
ending  June  30th,  1873,  he  says  that  there  was  a  total 
loss  of  $937,267.85,  instead  of  any  such  profit,  which 
would  have  justified  a  declaration  of  any  dividend  what¬ 
ever,  and  he  claims  further,  that  Mr.  Watson  knew  that 
fact,  but  that  he  (Dunan)  was  directed  to  manipulate  his  ac¬ 
counts  in  such  a  way  as  to  show  a  profit  instead  of 
a  loss,  on  the  ground  that  it  was  not  politic  to  publish  a  state¬ 
ment  to  the  stockholders  that  would  show  a  deficiency  in  the 
working  of  the  road.  That  there  was  a  further  manipulation 
of  accounts  by  charging  off  from  expenses  into  construction 
about  $404,000,  which  Mr.  Dunan  distinctly  swears  had  never 
been  expended  at  all,  and  that  by  thus  understating  expenses,  by 
overstating  construction,  and  by  a  manipulation  of  accounts  a 
net  profit  was  made  to  appear  of  a  million  and  three-quarters, 
when  in  point  of  fact  there  was  for  that  year  a  deficit. 

This  Dunan  affidavit  was  in  the  hands  of  opposing  counsel 
for  several  days  ;  if  it  was  possible  to  contradict  any  statement 
therein  contained,  there  was  abundant  opportunity  to  put  ques¬ 
tions  to  Mr.  Barlow  to  contradict  Dunan.  Not  a  single  ques¬ 
tion  was  put  to  him  by  Judge  Shipman  with  a  view  of  eliciting 
an  answer  to  contradict  a  single  word  in  the  Dunan  affidavit. 
The  report  of  the  English  accountants  in  evidence  conclusively 
establishes  independently  of  Dunan’s  affidavit,  the  fraudulent 
character  of  these  dividends. 
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Mr.  Little  succeeded  Mr.  Dun  an.  He  has  charge  of  the 
selfsame  books  that  Mr  Dunan  had  charge  of;  if  Mr.  Dunan’s 
figures  are  incorrect  they  could  have  been  shown  to  have  been 
so.  That  they  were  correct,  however,  is  completely  indicated 
by  the  English  accountant's  report. 

That  there  was  no  such  actual  construction  to  represent 
dividends  is  shown. 

General  Diven  says  that  he  don’t  believe  that  a  million  of 
dollars  had  been  expended  upon  the  Erie  Railway  since  he 
left  the  Yice-Presidency  of  that  company  in  1873.  It  may  be 
said  that  this  is  the  opinion  of  one  whose  business  it  was  not 
to  go  over  that  road,  and  I  admit  that  this  fact  may  somewhat 
diminish  the  force  of  his  testimony.  We  shallr  therefore,  lay 
more  stress  upon  the  testimony  of  Mr.  Chanute. 

Most  significant  in  this  particular  is  the  statement  of 
Mr.  Chanute  as  to  the  condition  of  the  road  when  he  entered 
the  employ  of  the  company  in  1873. 

To  show  that  the  theory  upon  which  Mr.  Barlow  claims  to 
excuse  the  declaration  of  dividends  is  an  entirely  erroneous 
one,  you  must  necessarily  suppose  that  upwards  of  two  mil¬ 
lion  and  a  half  of  dollars  must  have  been  expended  in  1872 
and  early  in  1873,  in  new  work  out  of  the  earnings  of  the 
Erie  Railway  Company  for  the  purpose  of  justifying  the  decla¬ 
ration  of  a  dividend  paid  by  Duncan,  Sherman  &  Co.  out  of 
the  proceeds  of  the  bonds  remitted  to  them  by  McHenry. 

Mr.  Chanute  became  the  Engineer  of  the  Erie  Railway  Com¬ 
pany  in  the  beginning  of  1873.  He  is  a  capable  and  compe¬ 
tent  Engineer.  He  was  connected  with  the  Chicago  & 
Alton  Railroad,  with  the  Toledo,  Peoria  &  Warsaw  Rail¬ 
road,  with  the  Pittsburgh,  Port  Wayne  &  Chicago  Rail¬ 
road,  and  with  a  number  of  Railways  in  Missouri  and  Kansas. 
He  tells  us  of  the  condition  of  the  road  when  he  came  into  it 
in  the  spring  of  1873 ;  that  it  was  doing  a  very  large  traffic 
without  adequate  facilities ;  that  it  had  not  cars  enough  ;  that 
it  had  not  enough  engines ;  no  additions  had  been  made  to  the 
road  shortly  before  his  coming  there  ;  and  when  he  was  asked 
as  to  all  the  work  between  1873  and  1878  that  was  done  on  the 
road,  he  said  that  it  was  from  three  to  four  million  of  dollars. 
Subsequently  he  said  it  might  run  as  high  as  five  million,  and 
this  is  all  that  was  done  upon  the  road  at  the  outside  from 
1873  to  1878  ;  that  the  road  was  in  an  inefficient  condition 
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when  be  came  into  it,  and  that  it  remained  so  substantially 
until  the  betterments  were  made  in  1876-1877,  which  involved 
the  laying  of  a  third  rail  and  double  tracking  part  of  the  road. 

Therefore,  it  must  be  utterly  untrue  that  any  million  and  a 
half  of  dollars  had  been  expended  apon  that  road  in  1872  or 
early  in  1873,  which  were  properly  chargeable  to  construction, 
because  the  property  had  run  down  from  1872  to  1874, 
when  Mr.  Jewett  took  hold  of  it,  if  we  are  to  believe  the 
statement  from  the  joint  letter  of  Messrs.  Blanchard,  Little, 
and  Chanute,  as  to  the  bad  condition  of  the  road  at  that  time : 

We  have  the  testimony  here  practically  of  the  whole  of  the 
Erie  Bailway  Company  against  Mr.  Barlow’s  statement,  that  he 
became  convincedin  1873,  from  Mr.  Dunan’s figures  that  so  much 
money  had  been  expended  on  the  road  in  the  way  of  improve¬ 
ments  as  to  justify  a  declaration  of  two  successive  dividends, 
amounting  in  the  aggregate  to  something  more  than  two  mil¬ 
lion  of  dollars. 

The  Effect  of  Stock  Waterings  and  Manipulations  of 

Accounts  on  the  Community. 

The  people  of  the  State,  in  1850,  were  under  the  impression 
that  they  had  fixed  in  the  law  itself  by  a  limitation  of  earnings 
a  term  to  the  taxing  power  of  these  corporations.  We  therein 
followed  the  lead  of  other  countries,  notably  Prussia.  For  the 
General  Bailway  Act  of  Prussia,  of  1838,  after  providing  in  the 
first  and  second  sections  that  corporations  which  propose  to 
build  railways  shall  submit  their  plans,  &c.,  to  the  ministry 
of  commerce,  and  after  acceptance  of  such  plans  they  shall 
pay  in  forty  per  cent,  of  the  actual  capital  before  being  per¬ 
mitted  to  undertake  the  actual  construction,  and  further  pro¬ 
viding  that  the  ministry  of  commerce  shall  have  the  power  to 
superintend  such  construction,  contains  a  carefully  prepared 
provision  relating  to  the  exercise  of  the  right  of  eminent 
domain,  and  thereupon  enacts  : 

“Sec.  26.  That  for  the  first  three  years  after  the  opening  of 
the  road  the  company  shall  have  the  absolute  monopoly  of  the 
transportation  upon  its  line  between  the  points  through  which 
such  lines  are  authorized  to  be  constructed,  and  to  make  such 
charges  as  they  may  see  fit,  without  interference  on  the  part  of 
the  government,  for  the  transportation  of  persons  and  goods  ; 
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with,  the  following  limitations  as  to  such  three  years,  that  no 
tariff  shall  be  altered,  either  increased  or  decreased,  except 
upon  a  notice  of  six  weeks,  and  that  all  tariffs  shall  be  pub¬ 
lished  and  be  accessible  at  every  station  ;  and  that  at  the 
rates  at  which  the  prices  are  fixed  for  the  transportation  of 
both  individuals  and  commodities  in  such  tariffs  they  will 
without  discrimination  and  without  distinction  of  individuals 
or  corporations  transport  individuals  and  wares  in  conformity 
with  such  tariff,  affording  to  each  like  transportation  facilities 
ns  others  upon  the  line  of  such  railway.” 

Section  27  provides  that  after  the  termination  of  such  three 
jears,  other  individuals  and  corporations  may  upon  such  track, 
upon  the  payment  of  the  proper  toll  charges,  transport  goods 
nnd  individuals  upon  the  same. 

Section  29  limits  the  amount  which  is  to  be  charged  as  toll 
npon  such  railways  to  what  will  be  necessary  in  the  first  in¬ 
stance  to  pay  the  cost  of  maintenance  and  of  transportation  ; 
secondly,  the  gathering  together  of  a  reserve  fund  for  extra¬ 
ordinary  expenses  and  for  wear  and  tear,  and  making  provision 
against  accidents  and  payment  of  damages  ;  a  return  to  the 
corporation  in  the  way  of  interest  and  profit  upon  the  original 
capital  invested  of  ten  'per  cent .,  and  if  they  failed  to  earn 
ten  per  cent,  on  capital  in  any  year  previous  to  reaching  ten  per 
cent.,  the  railway  shall  be  permitted  to  earn  such  sum  in  addition 
as  to  make  the  investment  pay  an  average  of  ten  per  cent.  At  the 
end  of  the  three  years  all  tariffs  are  subjected  to  the  control 
and  acceptance  of  a  ministry  of  commerce,  and  the  govern¬ 
ment  has  at  all  times  the  right  upon  the  payment  of  twenty- 
five  times  of  an  average  annual  dividend  for  the  preceding  five 
years  before  determining  upon  the  purchase,  to  acquire  the 
whole  of  the  railway  and  all  its  franchises. 

There  is  a  general  reservation  of  the  power  to  alter 
or  amend  this  general  railway  act  very  much  in  the  terms  of 
our  own  constitution. 

It  will  thus  be  seen  that  this  general  railway  law  antedating 
ours  by  twelve  years  contains  provisions  very  much  like  those 
which  are  contained  in  the  special  charters  to  which  reference 
has  been  made  in  my  opening  address  before  this  Committee, 
and  it  has  this  limitation  of  ten  per  cent,  which  found  its  way 
into  the  General  Railway  Act  of  our  State.  Both  the  Prussian 
law  and  our  own  law  was  the  result  of  following  in  this  par- 
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ticular  the  private  railway  acts  of  England,  in  which  the 
limitation  of  ten  per  cent,  profit  was  to  be  found  in  almost 
every  railway  charter  between  1828  and  1838. 

In  addition  to  this  limitation,  both  in  England  and  in  Ger¬ 
many,  there  were  additional  limitations  of  maximum  charges; 
in  England,  by  the  terms  of  the  charters  themselves ;  in  Ger¬ 
many,  by  the  provisions  of  the  Ministry  of  Commerce,  all  of 
which  safeguards  have  failed  to  find  their  way  into  our  General 
Railway  Act.  The  only  survival  of  any  control  was  the  limita¬ 
tion,  under  certain  conditions,  to  ten  per  cent,  dividends.  The 
law  of  competition  was  supposed  to  be  a  sufficiently  efficient 
preventive  of  excessive  charges,  and  was  expected  to  bring 
about  all  the  results  that  were  aimed  at  by  the  Prussian 
and  English  fixed  rates  incorporated  in  the  charters  them¬ 
selves. 

It  is  scarcely  worth  wThile  to  waste  a  word  upon  the  subject 
before  this  Committee  to  show  that  if  instead  of  the  actual  cost 
of  roads,  railways  can  capitalize  themselves  at  any  rate  they 
please  and  that  if  profits  on  their  “  constructive  construction  ac¬ 
counts  ”  are  to  limit  the  rates  to  the  public,  that  the  limitation 
of  ten  per  cent,  will  never  be  reached,  because  the  printing 
press  will  be  kept  ever  busy  in  printing  new  stock  and  printing 
new  bonds  for  the  purpose  of  evading  the  provisions  of  the  law. 
We  should  either  abolish  this  law  from  our  statute  books  or  make 
it  an  efficient  element  of  railway  control,  by  preventing  railways 
hereafter  from  issuing  a  dollar’s  worth  of  stock  not  represent¬ 
ed  by  the  actual  dollar  put  into  construction,  and  from 
issuing  a  dollar  bond  not  represented  by  actual  value  re¬ 
ceived. 

Publicity  op  Rates. 

One  of  the  new  provisions  that  I  herewith  submit  in  the 
law  that  I  have  drafted  for  your  revision,  acceptance  or  rejec¬ 
tion,  provides  that  the  railways  shall  publish  all  their  rates, 
both  through  and  local,  post  them  at  each  startion,  and  that 
they  shall  neither  raise  nor  lower  them  without  previously 
giving  a  month’s  notice. 

The  manifest  justice  of  these  provisions,  and  their  necessity 
upon  the  testimony  as  it  stands,  I  might  safely  leave  without 
discussion. 


133 


The  last  witness,  Mr.  Welch,  has  given  ns  a  final  and  conclu¬ 
sive  reason  for  giving  notice  of  change  of  rates  at  least  a 
month  ahead,  by  showing  that  the  Standard  combination 
knowing  a  month  in  advance  that  the  rail  rate  to  them  wrould 
drop  to  30  cents  a  barrel,  made  by  contracts  for  future  delivery 
profits  of  a  million  dollars  or  more. 

Analogous  provisions  are  to  be  found  in  the  amended  English 
law.  Against  both  have  the  English  railways  fought,  and  with 
the  operation  of  both  have  they  proved  well  content  since  the 
passage  of  the  law  of  1873. 

The  Proxy  System. 

One  of  the  evils,  in  favor  of  which  even  the  railway  advo¬ 
cates  can  say  nothing,  is  the  proxy  system  of  voting  on  rail¬ 
way  stock,  as  it  now  prevails. 

It  would  be  quite  out  of  place  to  criticise  with  undue  seve¬ 
rity  the  managers  of  some  of  our  railways  because  they  do  not 
treat  the  property  which  is  under  their  care  with  the  same 
fidelity  that  trustees  ordinarily  are  supposed  to  show  to  the 
trust  estates  submitted  to  them,  because  our  proxy  system  has, 
by  neglect  of  the  law,  allowed  Directors  to  creep  into  office  or 
to  fight  their  way  into  office,  wTho  in  no  sense  represent  either 
in  their  own  persons  or  by  the  votes  of  a  constituency  actually 
owning  the  stock  the  true  proprietary  interest  in  those  great 
properties. 

If  a  set  of  hobgoblins  had  been  commissioned  to  devise  a 
scheme  by  which  inefficient  and  wasteful  administration  should 
in  perpetuity  be  secured  for  these  great  quasi-public  trusts, 
they  could  not  by  the  exercise  of  the  most  perverted  in¬ 
genuity  have  hit  upon  one  better  calculated  to  achieve  this 
sinister  end  than  that  which  the  law  as  it  now  stands  creates. 

To  allow  a  vote  by  proxy  is  in  itself  an  anomoly  of  the 
voting  power.  It  excludes  the  element  of  personal  delibera¬ 
tion.  The  change  of  opinion  which  may  be  brought  about  by 
debate  are  eliminated  by  the  proxy  system  by  means  of  which 
A,  B,  C,  and  D,  commission  F,  to  exercise  their  judgments  and 
cast  their  votes  for  them,  and  that  generally  upon  a  prede¬ 
termined  result. 

This  scheme  was,  however,  devised  with  the  view  of  pro¬ 
tecting,  to  a  larger  degree  than  the  personal  vote  could,  the 
proprietary  interest  in  the  modern  corporation,  divided  as  it  is, 
into  numerous  shares.  It  was  felt,  and  justly  so,  that  to  give 
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to  each  shareholder  a  personal  vote,  no  matter  what  his  hold¬ 
ing,  would  place  the  larger  holder  at  a  disadvantage  as  against 
the  smaller  holders- — possibly  more  glib  of  tongue  and  adroit 
in  managing  a  meeting  of  shareholders.  It  was  thought  to 
be  wiser  to  give  to  each  share  a  vote  instead  of  to  each  share¬ 
holder.  This  brought  about,  however,  a  difficulty  which  the 
English  law  maker  has  perceived  and  has  provided  against, 
that  is,  that  a  mere  majority  holding  becomes  so  abso¬ 
lutely  independent  of  the  minority  that  it  ceases  to  consider 
the  minority  as  having  any  rights  at  all,  and  proceeds  to  man¬ 
age  the  property  as  though  their  were  no  shareholding  interests 
except  this  compact  majority.  Hence,  in  England,  the  pro¬ 
visions  of  the  law  upon  the  subject  of  proxies  and  [voting  at 
meeting  of  shareholders  are  materially  different  from  those 
which  exist  upon  our  own  statute  books.  The  provision  of 
the  “Companies’  Clauses  Act”  says  :  “That;  at  all  general  meet¬ 
ings  of  the  company,  every  shareholder  shall  be  entitled  to  vote 
accordiug  to  the  prescribed  scale  of  voting,  and  where  no  scale 
shall  be  prescribed  every  shareholder  shall  have  one  vote  for 
every  share  up  to  ten,  and  he  shall  have  an  additional  vote  for 
every  additional  five  shares  beyond  the  first  ten  shares  held 
by  him  up  to  one  hundred,  and  an  additiohal  vote  for  every 
ten  shares  held  by  him  beyond  the  first  hundred  shares.” 

The  “prescribed  scale  of  voting”  herein  referred  to  is  such  a 
scale  of  voting  as  maybe  prescribed  by  the  special  charters 
of  the  companies.  As  a  general  rule  the  prescribed  scale  is  in 
conformity  with  the  general  law,  and  when  it  is  not,  it  is  upon 
some  like  system  by  which  the  smaller  shareholder  has  a  pro¬ 
portionate  preponderance  of  power  over  the  larger  holder. 
In  England  it  requires  a  holding  very  largely  in  excess  of  a 
majority  for  the  purpose  of  completely  subverting  the  inter¬ 
ests  and  disregarding  the  wishes  of  the  minority  at  an 
annual  meeting. 

The  English  law  prescribes  that  these  proxies  shall,  witbin 
forty-eight  hours  before  the  meeting,  be  deposited  with  the 
secretary.  It  requires  that  persons  voting,  either  di¬ 
rectly  or  through  proxy,  shall  be  the  owner  of  the  shares. 
There  is  no  such  clause  except  in  the  Erie’s  act  of 
1872  in  relation  to  American  railways,  and  there  is  a 
special  reason  why  the  absence  of  such  a  clause  in  the 
laws  of  this  country  works  particular  mischief.  The 
absence  of  all  precaution  to  prevent  others  than  share*- 
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holders  from  voting  by  proxy  simply  because  the  stock  stands 
in  the  names  of  certain  persons  who  may  have  parted  with  all 
proprietary  interest  works  mischief  here  and  would  do  but  little 
harm  there,  because  England,  being  the  creditor  nation  of  the 
world,  owns  substantially  all  the  stock  of  all  the  railways  within 
the  very  narrow  territory  within  the  boundaries  of  Great 
Britain.  There  is  therefore  no  danger — at  all  events  not  a  ma¬ 
terial  danger — that  any  large  proprietary  interest  will  be  there 
represented  upon  the  stock  ledger  of  corporations  not  corres¬ 
ponding  with  the  actual  proprietary  interests  in  the  boxes  of 
investors.  The  situation  as  to  America  is  widely  different. 
America  has  always  been  a  debtor  nation  as  to  investment 
securities.  Our  railways  were  built  to  a  very  large  degree,  it 
may  be  said  two-thirds  of  them  by  foreign  capital — English, 
Dutch  and  German.  And  the  securities  representing  American 
railway  investments  being  dealt  in  at  stock  exchanges  of  the 
world  shift  rapidly  and  very  largely  as  to  proprietary  inter¬ 
est  across  the  ocean  and  to  many  marts,  intervals  of 
several  months  frequently  occurring  before  a  change  corres¬ 
ponding  to  a  change  of  proprietorship  can  be  made  in  the 
actual  registry  of  stock. 

To  illustrate  the  dangers  of  this  system,  let  me  draw  your  atten¬ 
tion  to  the  testimony  of  Mr.  Wolff  (page  2,520),  who  it  appears 
voted  on  upwards  of  50,000  shares  at  the  election  of  Erie  Direc¬ 
tors  of  1877.  It  appears  that  almost  the  whole  of  the  stock — if 
not  the  whole  of  it — was  owned  at  the  time  by  other  people, 
and  yet  it  appears  that  that  stock  was  voted  at  that  election 
at  the  request  of  somebody,  by  the  giving  of  a  proxy  to  vote 
on  the  same  by  the  great  banking  house  of  Kuhn,  Loeb  &  Co., 
who  were  mere  intermediaries  between  two  owners,  and  who 
had  no  beneficiary  interest  in  the  stock  whatever,  and  whose 
50,000  votes  might  very  readily  have  changed  the  election  on 
that  day. 

When  this  is  done  by  a  house  of  such  well  known  re¬ 
spectability,  we  may  assume  that  it  is  done  by  almost  every 
other  banking  house  on  Wall  street,  and  that  houses  of 
less  respectability  hawk  around  the  proxies  on  shares  which 
may  thus  happen  to  stand  in  their  names,  for  the  profit  they 
can  make  on  them. 

How  so  large  a  number  of  shares  may  stand  in  the 
name  of  a  single  banking  house  has  been  explained  with 
great  detail  and  clearness  by  Mr.  Wolff.  He  shows 
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that  when  his  firm  purchase  stock  in  Europe  for  delivery 
here  to  customers,  they  have  the  shares  transferred  to 
their  own  names  for  the  purpose  of  making  a  good  delivery,  as 
stocks  standing  in  the  names  of  European  owners  are  not, 
under  the  rules  of  the  Stock  Exchange,  a  good  delivery  here ; 
but  when  they  purchase  shares  for  delivery  abroad,  they  again 
for  prudential  reasons  have  the  stock  transferred  to  their  own 
names,  with  the  view  of  being  able  to  get  new  certificates 
issued,  should,  by  an  accident  to  the  steamer,  miscarriage  or 
robbery  of  the  mails,  the  shares  thus  transferred  be  lost. 
There  is  therefore  as  a  whole,  no  fraud  or  wrong  in  the  man¬ 
ner  in  which  these  shares  are  acquired  and  stand  in  the  names 
of  the  persons  who  possess  this  vast  voting  power,  but  it  is 
safe  to  say,  taking  into  consideration  the  enormous  transac¬ 
tions  that  are  made  in  the  Erie  Railway  Company’s  stock 
between  Europe  and  America,  that  more  than  a  majority  of 
its  stock  stands  constantly  in  the  names  of  persons  who  have 
no  beneficiary  interest  therein,  and  that  not  only  the  voting 
power,  but  the  determining  power  as  to  that  corporation,  at 
least,  as  to  wdio  shall  or  who  shall  not  manage  its  affairs,  lies 
in  the  hands  of  persons  who  do  not  care  how  those  affairs  are 
managed,  and  who  pay  not  one  dollar  of  penalty,  be  they 
managed  never  so  badly. 

This  scandal  and  abuse  should  be  abated  and  abolished 
for  all  time  to  come  by  a  provision  of  law  which  should  make 
it  a  misdemeanor,  punishable  with  fine  and  imprisonment,  to 
vote  upon  shares,  or  to  give  a  proxy  for  shares  authorizing 
some  one  else  to  vote  on  shares,  in  which  the  person  thus  vot¬ 
ing  or  giving  the  proxy  has  no  actual  personal  interest.  And 
each  proxy  should  be  accompanied  by  an  affidavit  of  owner¬ 
ship  and  certificate  of  a  notary  of  having  had  the  shares  exhibit¬ 
ed  to  him.  Nay,  further,  shares  that  are  pledged  should  be  de¬ 
prived  of  their  voting  power.  There  should  be  no  possibility 
by  which,  with  a  small  amount  of  money — say  half  a  million  • 
of  dollars — $20,000,000  or  $25,000,000  worth  of  stock  can  be 
purchased,  paying  the  half  a  million  dollars  as  margin,  the 
stock  placed  in  the  hands  of  brokers  as  collateral  security 
for  advances  made  by  them,  and  thus  get  the  voting  power 
which  appertains  to  $25,000,000  of  stock  thus  pledged, 
as  against  the  voting  power  of  stock  actually  paid  for 
and  in  the  boxes  of  their  owners ;  because  it  places 
the  half  a  million  of  dollars  of  adventurers  who  propose, 
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by  the  instrumentality  of  large  broker  purchases  and  carry¬ 
ings,  (involving  an  outlay  or  risk  of  such  $500,000), 
on  a  par  with  $25,000,000  of  other  people’s  moneys  actu¬ 
ally  invested,  and  speculators  are  thus  enabled  to  capture  a 
^  great  railway  corporation  like  the  Erie,  to  govern  which  might 
be  worth  very  readily  to  an  unscrupulous  board  of  directors  or 
executive  committee  twice  over  the  amount  of  such  margin  in 
a  single  year.  It  would  even  be  a  profitable  transaction  to  lose 
the  half  million,  after  it  has  answered  its  purpose  in  controlling 
enough  votes  for  the  purpose  of  election,  because  they  can  and 
frequently  do  recoup  themselves  for  the  loss  thus  incurred  or 
investments  thus  made  by  cutting  the  purse  of  the  captured 
corporation  through  the  instrumentality  of  car  companies, 
cattle  yards,  oil  contracts,  rolling  stock  associations,  fast  freight 
lines,  express  companies’  stock,  and  a  thousand  and  one  other 
devices  by  which  moneys  may  be  and  are  diverted  from  the 
shareholding  interests  to  the  directors. 

But  we  have  in  this  investigation  the  concession  that  this 
proxy  system  is  an  abomination,  that  the  law  does  not  cast 
around  the  shareholders  sufficient  safeguards,  and  that  it  ought 
to  be  changed. 

Sir  Edward  Watkin  says  that  holders  of  Erie  shares  abroad 
have  been  in  times  past  perfectly  willing  to  take  a  half  crown — 
about  sixty-two  and  one-half  cents — per  share  for  their  voting 
power,  as  a  sort  of  small  dividend  upon  their  shares.  Mr. 
Barlow,  in  his  testimony  in  the  McHenry  suits,  states  that  pur¬ 
chases  of  proxies  was  one  of  the  ordinary,  and,  as  he  supposed, 
proper  methods  of  disbursing  the  funds  of  the  Erie  Railway 
corporation  for  the  purpose  of  keeping  the  direction  in  power. 
Mr.  Worcester  stated  that  Mr.  Richmond  and  Mr.  Corning  had 
to  expend  large  sums  of  money  to  keep  themselves  in  power  in 
the  old  New  York  Central  Hoad.  And  this  is  because  they  had 
not  such  a  controlling  interest  as  Mr.  Vanderbilt  now  has,  or 
rather  until  recently  had,  which  enables  him  to  keep  himself 
in  power  without  the  expenditure  of  any  other  money  than 
that  invested  in  his  stock. 

Of  course  this  expenditure  of  corporate  money  to  keep  an 
administration  in  power  derives  its  origin  from  the  proxy 
system  as  it  stands,  and  would  become  impossible  if  only  the 
actual  owner  and  holder  of  stock  free  from  a  pledge  or  debt 
would  be  permitted  to  vote  upon  the  stock,  because  it  is  scarcely 
i  to  be  expected  that  a  very  large  proportion  of  the  stockholders 
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could  be  seduced  by  offers  of  small  sums  of  money  to  deprive 
their  stock  of  a)l  value  by  putting  or  keeping  knaves  in  power. 

Even  Mr.  Jewett  stated  to  you  that  he  believed  that  the 
proxy  system  needed  reform,  and  we  have  had  not  a  single 
witness  before  us  from  the  railway  interest  who  had  one  word  to 
say  in  favor  of  the  existing  condition  of  the  law  in  that  behalf. 

There  is  one  other  reform  connected  with  the  proxy  system 
which  I  desire  to  call  the  Committee’s  attention  to,  and  that 
is  that  proxies  should  be  permitted  to  be  given  only  for  the 
one  particular  meeting.  Continuous  proxies  produce  the 
result  of  withdrawing  the  attention  of  the  actual  owner  of  the 
stock  from  the  meetings  as  they  successively  take  place,  and 
he  awakens,  frequently  too  late,  to  the  fact  that  his  proxy  has 
been  exercised  to  put  in  power  a  Board  of  Directors  in  which 
he  has  lost  confidence,  or  in  which  he  may  never  have  had  any, 
or  to  keep  such  a  one  in  powTer,  only  after  the  act  is  done ; 
whereas,  if,  with  each  recurring  annual  meeting,  the  stock¬ 
holders  were  required  to  be  called  upon  for  new  proxies,  there 
would  be  some  examination  by  them  of  the  manner  in  which 
the  trust  has  been  conducted,  and  they  might  withhold  that 
power  or  enter  into  a  combination  to  create  a  new  Board  of 
Direction  having  their  full  confidence. 

I  would,  therefore,  in  addition  to  making  it  a  misdemeanor, 
punishable  with  fine  and  imprisonment,  to  vote  upon  stock  not 
actually  owned  and  free  from  lien,  give  a  civil  remedy  to  stock¬ 
holders  injured  by  such  action,  against  the  wrong-doer,  also 
vitiate  the  election  and  order  a  new  one,  if  stock  thus  voted 
upon  has  changed  the  result. 

In  this  connection  I  desire  to  call  the  attention  of  the  Com¬ 
mittee  to  a  reform  in  relation  to  voting  power  as  to  railway 
corporations  which  I  have  for  many  years  advocated,  and 
which  would,  to  a  larger  degree  than  any  law  now  existing,  or 
even  any  improvement  of  the  law  which  maintains  the  majority 
system,  protect  the  actual  proprietary  interests  of  railways 
from  having  their  property  wasted  and  their  revenues  diverted 
and  stolen  by  Directors,  who  capture  a  railway  as  the  armies 
of  the  middle  ages  captured  a  town,  with  the  view  to  sack  it. 

That  I  am  not  drawing  upon  imagination  when  I  say  that 
this  is  the  mental  condition  of  many  persons  who  make  it 
their  object  to  change  railway  Boards  of  Direction  is  indicated 
by  the  testimony  of  Mr.  Guppy.  He  has  told  you  (p.  2499) 
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that  when  Sickles  was  employed  for  the  purpose  of  turning  the 
Jewett  administration  out,  that  he  (Sickles)  and  his  confeder¬ 
ate,  Harley,  stated  to  him  that  if  he  wrould  join  them  and  they 
were  successful,  they  wrould  divide  the  “  swag.”  This  is  further 
his  language  :  “  They  told  me  that  the  parties  in  power  had 
not  quite  stolen  the  thing  there,  and  there  was  something 
left,  probably  enough  for  all  of  us.” 

You  will  see,  therefore,  that  the  parallel  that  I  draw  of  a 
City  which  during  the  middle  ages  still  offered  booty,  and 
therefore  was  liable  to  another  attack,  as  it  had  not  been  wholly 
devastated  by  contending  armies  that  had  ravaged  it  before,  was 
the  actual  condition  of  the  Erie  Railway  Company  in  1875  and 
1876  when  the  Sickles  party  attempted  to  capture  it.  And 
what  happened  but  three  years  ago  may  happen  again 
to-morrow.  Indeed,  that  property  is  placed  by  its  plan  of 
reorganization  in  a  peculiarly  perilous  condition  for  capture. 
The  Reorganization  Committee  which  has  control  of  half  the 
vpting  powder  of  the  wdiole  stock  of  $89,000,000,  need  not  have, 
and  probably  has  not,  one  dollar  of  actual  interest  in  the 
road.  What  substantially  amounts  to  a  controlling  vote 
therefore,  of  the  Erie  Railway  Company  is  to-day  open  to 
capture  without  regard  to  the  proprietary  interest  therein. 

Indeed,  it  seemed  to  have  been  an  ingenious  device  to  pre¬ 
vent  the  actual  property  interest  from  getting  control  for  an 
indefinite  number  of  years  of  the  Erie  Railway,  and  the  de¬ 
fence  of  this  very  device  is  that  it  being  a  speculative  stock,  the 
momentary  interest  in  which  is  so  frequently  and  so  constantly 
in  the  hands  of  operators  for  a  rise,  without  regard  to  the  in¬ 
trinsic  and  permanent  value  as  an  investment  of  the  shares 
thus  held,  forbids  reliance  to  be  placed  upon  ownership  in  this 
instance  for  safe  and  trusty  management.  Curiously  enough, 
those  who  have  had  in  their  charge  the  reconstruction  of  this 
railway,  determine  upon  securing  proj^er  management,  not  by 
cutting  off  from  voting  power  stock  thus  speculatively  dealt  in, 
and  which  wTould  almost  invariably  be  pledged,  snd  which 
would  therefore,  under  the  scheme  I  suggest,  lose  the  right  to 
vote,  but  have  sought  refuge  in  the  other  extreme  by  divorcing 
one-half  of  the  whole  voting  power  absolutely  and  wholly  fiom 
ownership. 

We  are  told  that  our  reliance  must  be  upon  the  character  of 
the  gentlemen  who  thus  hold  this  power.  My  answrer  is,  that 
such  reliance  may,  in  this  case,  be  wTell  founded  ;  I  know 


140 


from  personal  acquaintanceship  that  Sir  Edward  Watkin  and 
Mr.  Westlake  are  men  of  character,  who  would  not  pervert 
the  large  powers  placed  in  their  hands.  The  other  mem¬ 
bers  of  this  Reconstruction  Committee,  I  do  not  know  per¬ 
sonally,  but  I  am  willing  to  believe  them  to  be  men  of  equally 
good  character,  but  our  whole  structure  of  government  is  based 
upon  coupling  responsibility  with  interest.  “  No  taxation  with¬ 
out  representation  ”  was  the  rallying  cry  and  foundation  for  our 
struggle  against  Great  Britain.  That  he  who  wields  the  power 
shall  be  responsible,  and  that  his  interest  in  having  that  power 
well  administered  shall  arise  from  being  personally  tied  up  in 
the  welfare  of  the  commonwealth  or  institution,  and  that  he 
shall  be  subject  to  an  immediate  and  prompt  discharge  when 
that  power  is  not  administered  to  the  liking  of  the  governed, 
is  at  the  very  foundation  of  the  governmental  structures  of  all 
our  States,  and  of  the  United  States.  All  tyrannical  and 
arbitrary  forms  of  government  rest  upon  the  fallacy  which 
underlies  the  reconstruction  scheme,  that  you  can  rely  for  good 
government  upon  the  character,  position  and  integrity  of  the 
governor  disassociated  from  responsibility  to  the  governed,  and 
severed  from  interest  in  good  government  by  never  becoming 
part  and  parcel  of  the  governed. 

It  seems  to  me  that,  having  based  our  whole  civil  polity 
upon  a  theory  the  very  opposite  of  the  reconstruction  scheme, 
it  is  fatuity  itself  to  rely  upon  it  as  safe  and  sound  policy  in 
the  administration  of  our  great  railways.  On  the  contrary,  a 
scheme  might  have  been  devised  for  continuing  Board  of 
Direction,  which  would  eliminate  the  speculative  element  and 
have  given  to  the  direction  of  that  corporation  a  stable  admin¬ 
istration,  whilst  at  all  times  keeping  it  responsible  to  the 
power-giving  element — the  shareholders,  and,  if  you  please? 
the  bondholders  as  well. 

Minority  Representation. 

This  result  is  offered  to  us  by  what  is  known  as  minority 
representation,  a  scheme  which  has  received  the  approval  of 
English  legislation  as  to  the  school  boards,  and  as  to  the  three- 
cornered  constituencies  in  parliamentary  representation.  The 
States  of  California  and  Pennsylvania  have  adopted  this  reform 
as  to  corporations,  and  numerous  municipalities  have  followed 
the  example  as  to  the  forms  and  methods  of  administering 
the  civic  affairs  of  such  public  bodies. 
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Assuming,  for  the  sake  of  illustration,  the  voting  power — 
shares  and  bonds — of  that  great  corporation  known  as  the  Erie 
Railway  to  be  a  hundred  and  fifty  millions  of  dollars,  and  that 
there  are  seventeen  Directors  to  be  elected,  what  easier  than 
to  give  to  one-seventeenth  of  the  stock  and  bonds  voted  at 
any  election  the  power  to  appoint  a  single  director.  This  could 
be  done  by  the  cumulaive  vote,  giving  to  each  share  or  to  each 
unit  of  voting  power,  be  it  one  or  ten  shares,  seventeen  votes 
which  may  be  distributed  among  many  Directors  or  cumulated 
upon  one  as  the  voter  may  see  fit ;  or  by  the  list  system,  giving 
to  each  share  or  bond  but  one  vote  for  one  Director  of  the 
seventeen,  and  allowing  him  to  indicate  that  in  the  event  of  his 
particular  nominee  beiog  elected  before  the  counting  of  his 
vote,  that  said  vote  be  transferred  to  some  other  nominee. 

Without  wearying  this  Committee  with  the  details  of  the 
numerous  devices  by  which  minority  or  totality  representation 
can  be  secured,  I  will  state  with  positiveness  that  a  system  of 
voting  has  been  demonstrated  to  be  practicable,  both  as  to  gov¬ 
ernment  and  as  to  public  and  private  corporations,  by  which  the 
Directors,  be  they  few  or  many  in  numbers,  shall  at  all  times  be 
a  reduced  photograph  of  the  whole  stockholding  interest,  and 
not  of  a  majority  only ;  and  that,  so  long  as  a  single  Director, 
even  of  the  minority,  can  secure  (in  the  supposed  case  of  the 
Erie  Railway  Company)  one-seventeenth  of  the  voting  power  in 
iavor  of  his  own  candidature,  the  other  sixteen-seventeenths 
cannot  displace  him,  remove  him,  or  interfere  with  him,  but 
must  tolerate  his  presence  at  the  Board  of  Direction. 

This  would  both  prevent  a  corporation  from  being  treated 
as  this  Erie  Railway  was  during  the  Gould  *administratioD,  as 
a  city  captured  for  the  sacking  in  which  the  capturers  divided 
the  booty,  or,  as  it  has  since  been  looked  upon,  as  a  citadel 
to  be  held  or  fought  for  with  the  same  or  kindred  ob¬ 
jects.  Boards  of  Direction  would  change,  but  they  would 
change  but  gradually,  and  all  the  benefits  that  were  ex¬ 
pected  to  flow  in  the  way  of  continued  direction  from  a  classi¬ 
fication  bill  would  result  with  annual  elections  from  this 
scheme  of  minority  rejDresenlation,  with  the  additional  good 
that  by  no  possibility  could  the  mere  control  of  a  majority  of 
the  voting  power  obtain  the  absolute  control  of  every  member 
of  the  Board  of  Direction.  And  even  if,  in  the  future  as  in  the 
past,  the  property  of  a  great  corporation  like  that  of  the  Erie 
Railway  might  fall  into  the  hands  of  those  who  mean  to  use  it 
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for  sinister  and  personal  ends  only,  such  sinister  interests 
would  be  held  in.  check  by  the  presence  of  a  number  of 
Directors  in  the  board  who  would  represent  the  actual 
proprietary  interests,  and  who  would  see  to  it  that  malversa¬ 
tions,  if  committed,  are  punished,  and  would  prevent  by  their 
mere  presence  in  the  board  a  large  amount  of  wrongdoing  from 
even  being  attempted. 

I  submit  for  the  consideration  of  this  Committee  a  redraft  of 
the  general  railway  law,  embodying  the  reforms  I  have  sug¬ 
gested  in  this  particular. 

Bailroad  Accounts. 

Among  the  minor  evils  that  we  are  called  upon  to  remedy, 
that  of  railroad  accounting  holds  an  important  place,  and  a 
railway  commission  will  do  much  to  rectify  this  evil.  The  ne¬ 
cessity  imposed  upon  our  railways  to  render  some  sort  of  an 
account  to  the  various  States  of  their  operations,  unaccom¬ 
panied  until  very  recent  years,  in  any  State,  with  any  official 
power  to  see  to  it  that  such  accounts  which  have  been  ren¬ 
dered  in  conformity  with  law  have  been  accurately  kept  and 
truthfully  tell  the  operations  of  these  trusts,  has  created  a 
system  of  keeping  such  accounts  in  a  way,  how  not  to  tell  what 
actually  takes  place. 

Although  it  is  said  that  figures  do  not  lie,  we  know  that 
they  may  be  made  to  lie ;  and  you  have  had  sufficient  evidence 
before  you  now  to  know  that  “  construction  accounts”  do  not 
mean  construction  accounts  ;  that  “  debts”  do  not  mean  debts ; 
that  “floating  debts”  do  not  mean  floating  debts  ;  that  “  capital 
account”  does  ndt  mean  capital  account;  that  “  expense  ac¬ 
count”  does  not  mean  expense  account ;  that  even  “  local”  does 
not  mean  local ;  and  “  through”  does  not  mean  through. 

In  short,  there  is  scarcely  any  item  which  enters  into  an 
account  of  a  railway  which  means  in  the  technical  language 
of  trained  experts  having  charge  of  railroad  books  what  it 
means  to  the  public  at  large.  We  have  had  the  wholesale  con¬ 
fession  from  railway  accountants  and  railway  officials  that  at 
least  in  so  far  as  the  State  of  New  York  is  concerned,  the 
methods  adopted  of  rendering  accounts  are  quite  faulty  and 
wholly  erroneous,  and  give  no  accurate  information  to  the 
public,  and  whatever  of  information  is  offered  to  the  public  is 
misleading  in  the  extreme. 
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The  testimony  of  Little,  Robertson,  Balch,  Shearman,  Jewett, 
Diven,  Ac.,  all  unite  in  this.  On  this  point  we  have  from  the 
defendants  a  complete  cognovit  : 

How  preposterous  is  this  system,  when  we  take  into  consid- 
i  eration  that  a  hundred  millions  of  dollars  of  the  money  of 
the  people  of  this  State  and  of  other  States  is .  paid  in  tolls  to 
the  railway  corporations  of  the  State  of  New  York  alone  in  a 
single  year !  Compared  with  this,  how  insignificant  appear 
our  insurance  and  even  our  banking  interests  ;  and  yet,  as  to 
both  of  these  interests,  there  is  a  most  careful  scrutiny  by 
public  officials  authorized  to  enter  into  the  offices  of  insurance 
companies  and  of  banks,  overhaul  their  books  so  as  to 
make  up  independent  statements  of  assets  and  liability  in 
addition  to  the  accounts  that  are  rendered  by  such  institutions 
to  the  departments,  and  the  heads  of  our  insurance  and  bank¬ 
ing  departments  are  charged  to  see  to  it  that  the  accounts 
rendered  correspond  with  the  actual  facts  as  to  the  condition 
of  affairs  in  those  corporations. 

Necessity  foe  a  Commission. 

Not  the  least  of  the  important  functions  for  the  future  rail¬ 
way  commission  to  perform  will  be  the  putting  an  end  to  the 
secrecy  of  management  "which  has  characterized  American 
roads.  At  the  head  and  front  of  offending  in  this  particular  is 
the  New  York  Central  Railway.  It  has  not  even  so  much  as 
rendered  an  annual  report  to  the  stockholders  for  the  past  eight 
years  independent  of  the  State  Engineer’s  report.  There  is 
no  statement  made  or  balance  sheet  exhibited  which  enables 
them  to  understand  how  their  property  is  administered. 

Of  course,  if  railways  were  exclusively  private  enterprises,  it 
might  be  said  that  so  long  as  the  stockholders  do  not  com¬ 
plain,  it  is  not  for  the  State  to  interfere.  But  I  trust  that  by 
this  time  there  is  not  a  single  member  of  this  Committee  who 
has  the  slightest  sympathy  with  that  view  of  the  railroads  func¬ 
tion,  and  that  from  no  point  of  view  is  a  railway  to  be  con¬ 
sidered  of  so  private  a  nature  that  it  should  not  be  required  to 
give  to  the  public  an  annual  balance  sheet  of  its  operations ; 
banks  are  required  so  to  do,  insurance  companies  are 
required  so  to  do,  and  neither  the  one  nor  the  other  exercises 
the  sovereign  right  of  eminent  domain.  Yet  from  the  import¬ 
ance  of  the  function  that  they  perform,  and  from  the  fact  that 
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they  are  the  children  of  the  State,  to  wit — corporations — it  is 
expected  that  they  shall  inform  the  State  of  the  manner  and 
method  of  their  administration  by  annual  reports. 

One  of  the  functions  which  such  a  commision  ought  to  per¬ 
form  is  to  supervise  the  granting  of  railway  mortgages,  the 
issue  of  additional  stock,  and  in  short  see  to  it  that  every  step 
that  is  taken  to  increase  the  capital  account  of  the  railway 
corporations  is  done  for  the  purpose  of  the  construction  ac¬ 
count  of  the  road,  and  not  through  the  instrumentality  of  the 
increase  of  the  capital  account  enable  fraudulent  dividends  to 
be  declared,  money  to  be  divided  to  buy  off  one  administra¬ 
tion,  to  put  in  another,  to  pay  to  bankers  and  favorites  an  ag¬ 
gregate  of  several  millions,  after  the  manner  of  the  Erie  Rail¬ 
way. 

If  a  State  commission  could  first  be  made  to  report  as  to 
the  necessity  for  the  creation  of  a  lien  to  secure  bonds  for  con¬ 
struction  and  th6n  be  chargeable  with  the  duty  to  see  to  the 
application  of  the  money,  some  of  the  possibilities  of  recent 
manipulations  of  railway  funds  would  be  removed  ;  and  there 
would  be  a  scandal  or  two  less,  connected  with  our  railway 
administration,  which  reflect  serious  discredit  upon  our  national 
character. 

Another  evil  which  it  would  be  within  the  power  of  such  a 
commission  to  remedy  would  be  to  check  the  reckless  manner 
in  which  companies  are  declared  insolvent,  with  the  view  to 
secure  the  appointment  of  Receivers,  and  the  way  in  which 
those  Receivers  are  permitted  to  conduct  the  affairs  of  the 
corporation  after  appointment.  We  have  seen  in  the  evidence 
that  it  was  possible  through  the  instrumentality  of  a  receiver¬ 
ship  to  project  the  administration  under  whose  guidance  the 
company  was  alleged  to  have  become  iusolvent  into  a  new 
corporation,  brought  into  existence  under  the  so-called  reor¬ 
ganization  scheme. 

It  may  be  asked  what  difference  does  it  make  to  the  State  if 
the  flock  of  sheep,  called  stockholders,  do  not  object.  The 
answer  to  that  is  obvious.  The  Erie  Railway  Company  repre¬ 
sented  before  the  receivership  an  indebtedness  and  stock 
capital  of  $149,000,000.  It  represents  now,  under  the  new 
administration,  an  increase  of  $12,000,000,  about  $160,000,000. 

Counsel  for  the  Erie  Railway  claim  great  great  credit  that  the 
stockholders  suffered  no  ultimate  loss  by  the  insolvency  of  the 
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Erie.  The  unfortunate  stockholders,  who  believed  that  the  in¬ 
solvency  was  real  and  sold  out  for  a  song,  must  have  borne 
a  very  considerable  loss.  There  was  a  good  opportunity 
afforded  by  the  insolvency  to  buy  in  this  property  and 
capitalize  it  at  an  actual  cost  and  give  to  the  people  of  our 
State  the  benefit  of  a  cheap  road.  But  by  a  combination  be¬ 
tween  bondholders,  stockholders,  trustees  of  mortgage,  and 
Receiver  it  was  determined  that  that  loss  should  not  be  borne 
by  the  stockholders  themselves  ;  but  that  the  wrongs  which  were 
wrought  upon  the  assets  of  this  great  corporation  through  the 
supineness  of  the  stockholders,  by  the  rapacity  of  directors, 
agents,  etc.,  and  for  which  they,  in  justice,  should  have  suffered, 
was  to  be  visited  upon  the  people  of  the  State — put  upon  the 
shoulders  of  the  people  of  the  State  of  New  York,  and  that  is  the 
effect  and  necessary  result  of  the  capitalization  of  the  new 
corporation  under  the  forms  of  law  devised  and  put  through  at 
the  instance  of  the  Erie  Railway  Company. 

The  people  of  the  State  are  to  pay  for  Mr.  Gould’s  $50,000,- 
000  of  misappropriated  stock ;  for  the  McHenry  incubus 
upon  the  Erie  Railway  Company ;  for  Sickles’  raids ;  for 
the  Jewett  salary;  for  the  Gould* Jewett-Vanderbilt  settle¬ 
ment  ;  for  the  car  companies  and  rolling-stock  companies ; 
stock-yard  companies,  and  every  form  of  barnacle  that  was 
fastened  upon  the  great  Erie  Railway  corporation ;  for  every 
parasite  and  sluice  that  drew  its  life  and  substance  from  that 
great  trunk,  and  diverted  its  sap  to  private  purposes  and  pri¬ 
vate  interests. 

For  all  these  accumulated  wrongs,  it  would  have  been  well, 
if  a  sponge  there  had  to  be  to  wipe  them  out,  that 
the  sponge  should  have  wiped  out  the  stock  in  the 
hands  of  those  who  have  allowed  these  wrongs  to  be 
perpetrated.  But  the  effect  of  all  these  reorganization 
schemes  is  that  in  the  end  it  is  the  loading  of  our  tax-ridden 
people  with  an  additional  tax,  with  an  additional  burden,  which 
under  the  name  of  the  New  York,  Lake  Erie  &  Western  Rail¬ 
way  Company  holds  free  warren  to  exact  in  the  v^ay  of 
tolls  for  freight  charges  from  our  millers,  our  farmers  and 
our  producers,  for  all  time,  five  cents  a  hundred  Gould  tax, 
three  cents  a  hundred  McHenry  tax,  twro  cents  a  hundred 
Sickles  tax,  one  cent  a  hundred  Jewett  tax,  and  so  on  through’ 
the  list. 

The  taxis  none  the  less  a  tax  and  none  the  less  a  burden  be- 
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cause  it  is  called  a  freight  charge.  If  the  Erie  Kailway  Com¬ 
pany  were  capitalized  at  its  cost,  honestly  and  efficiently  ad¬ 
ministered,  it  could  afford  to  earn  interest  upon  its  bonds  and 
dividends  upon  its  stock  and  yet  serve  this  community  at 
one-half  the  rate  which  they  are  now  required  and  compelled 
to  charge.  The  stock  waterings  on  the  one  side  of 
the  New  York  Central  and  the  malversations  on  the  other 
hand  through  the  instrumentality  of  bond  issues  and  stock 
issues  of  the  Erie,  to  a  degree,  bring  into  existence  and  force 
the  invention  of  combinations  and  maintenance  of  pools  with 
railways  of  other  States  by  means  of  artificial  divisions  of 
traffic,  to  avoid  a  railway  war ;  in  other  words,  to  avoid  com¬ 
petition  so  as  to  enable  them  to  maintain  on  their  diminished 
traffic  so  high  a  rate  of  toll  as  to  pay  interest  upon  such 
fraudulent  issues  of  bonds  and  dividends  upon  such  fraudulent 
and  watered  stock.  And  again  it  is  upon  the  backs  of  the  peo¬ 
ple  of  the  State  of  New  York  that  all  this  burden  is  laid, 
from  which  only  by  legislation  can  they  be  freed. 

Another  function  of  this  Kailway  Commission  is  to  make 
railway  mortgages  uniform  in  character  and  to  report  upon 
the  circumstances  attending  a  failure  to  meet  the  payment  of 
interest ;  step  by  step  to  attend  foreclosure  proceedings  and 
supervise  the  expenditures  of  money  to  bring  the  property  to 
sale,  and  see  to  it  that  such  foreclosure  proceedings  are  not 
collusive  in  their  nature ;  in  other  words,  prevent  a  reorganiza¬ 
tion  in  the  interest  of  the  officers  and  agents  in  whose  hands 
the  corporation  had  become  insolvent,  so  that  corporations  that 
have  become  insolvent  by  reason  of  an  original  capital  account 
being  out  of  all  proportion  to  the  actual  cost  of  construction,  may 
be  capitalized  at  a  lower  rate.  Carlyle  says :  “  Heaven  be 
praised  for  bankruptcy  because  by  means  of  it  we  get  rid  of 
shams.”  It  remained  for  the  railway  lawyer  of  the  latter  half 
of  the  nineteenth  century  to  discover  that  through  the  in¬ 
strumentality  of  bankruptcy,  shams  could  be  crystalized  and 
made  permanent  burdens  for  the  community  to  carry. 

This  bring  me  to  the  important  question  of  how  can  we 
remedy  the  wrongs  that  have  been  done  upon  this  community 
by  the  watering  of  the  New  York  Central  Railway’s  stock,  and 
the  reorganization  scheme  of  the  Erie  Railway. 

In  the  infancy  of  railway  enterprises,  when  the  question  was 
first  presented  to  charter  corporations,  endowing  them  with 
the  right  of  eminent  domain  to  take  lands,  to  build  these  im- 
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proved  highways,  what  are  the  methods  the  State  then  might 
have  adopted  for  the  purpose  of  securing  the  public  against 
unjust  and  oppressive  freight  charges  by  its  own  creatures  ? 
It  could  have  built  these  roads.  I  concede  that  they  prob¬ 
ably  would  have  been  built  more  expensively  at  the  outset  if 
built  by  the  State  than  if  built  by  private  enterprise.  As 
against  this  view,  however,  we  have  the  history  of  the  Erie 
canal  which  was  constructed  by  the  State  in  the  most  efficient 
and  economical  manner,  and  yielded  within  a  very  few  years  a 
revenue  sufficiently  large  to  extinguish  a  considerable  propor¬ 
tion  of  the  canal  debt  and  pay  for  its  maintenance. 

Had  the  inhabitants  of  the  State  then  conceived  the  magni¬ 
tude  of  the  operations  which  railways  within  a  very  brief 
period  would  reach,  they  unquestionably  would  have  insisted 
upon  their  construction  by  the  State,  for  the  benefit  of  the 
State,  instead  of  allowing  them  to  pass  into  private  hands. 
That,  however,  was  not  foreseen,  and  yet  our  statesmen  of 
that  period  did  foresee  the  possibility  of  the  franchises  be¬ 
coming  extremely  valuable,  and  insisted  first  in  the  original 
charters  upon  a  limitation  of  ten  per  cent,  profit,  and,  sec¬ 
ondly,  upon  the  purchase  by  the  State  upon  the  basis  of 
twenty  years’  earnings  of  the  maximum  dividend,  and  the  re¬ 
payment  of  the  capital  actually  paid. 

These  safeguards  were  dropped  one  after  another  as 
the  railway  became  a  more  and  more  powerful  element 
in  the  State,  and  as  the  character  and  wisdom  of  our 
statesmen  deteriorated  in  exact  proportion  as  the  operations  of 
commerce  and  other  interests  became  enlarged,  and  thus  drew 
ability  from  public  to  private  affairs  ;  so  that  when  we  arrived 
at  the  period  of  redrafting,  under  the  Constitution  of  1846,  a 
General  Railway  Act,  a  complete  surrender  was  made  to  these 
private  enterprises,  and  all  the  stringent  protective  clauses, 
except  the  oft  cited  ten  per  cent,  provision  and  the  limitation 
of  charge  on  passenger  traffic,  were  cast  to  the  winds  ;  so 
strong  had  become  the  corporate  powers  within  a  very  brief 
period  after  that,  that  one  after  another  of  the  very  limited 
provisions  still  remaining  which  tied  the  railway  corporations 
to  the  State  were  loosened  and  cast  aside,  and  they  were  left 
practically  free  to  do  as  they  pleased  as  to  freights. 

The  only  analogous  condition  that  the  history  of  any  coun¬ 
try  affords  to  that  which  is  here  presented  is  probably  the 
experience  of  England  with  her  lightdiouse  system. 
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Many  of  the  liglit-liouses  in  England  were  erected  for  merely 
local  purposes,  except  such  as  were  authorized  to  be  constructed 
by  Royal  letters  patent,  securing  to  their  owners  a  certain 
amount  for  each  vessel  passing  the]  light  house,  to  be  levied 
upon  the  vessel  after  she  arrived  in  port,  and  these  private 
light-houses  made  in  time  the  tolls  extremely  burdensome. 

In  1730,  a  statute  was  passed  confirming  a  patent  granted 
by  Queen  Anne  to  William  Trevet  for  erecting  light-houses  upon 
the  island  of  Skerries,  near  Hollyhead,  whereby  the  duties 
granted  for  making  the  liglit-houses  were  made  perpetual, 
“  it  being  a  very  great  benefit,”  says  this  statute,  “  to  all  ships 
and  vessels  navigating  the  Irish  or  St.  George’s  Channel,  or  the 
sea  between  England  and  Ireland.” 

Of  this  grant  James  Morrison,  M.  P.  in  1836,  says,  that 
this  short  act  which,  when  it  was  passed,  resulted  in  a  net  revenue 
of  about  £200  a  year  to  the  proprietors  thereof,  produced  in 
1836  a  net  revenue  of  £12,500  a  year  over  its  maintenance. 
Thus  legislation,  which  looses  out  of  sight  the  increase  of  com¬ 
merce  in  the  granting  of  trade  privileges  or  monopolies,  makes 
such  legislation  which  may  have  appeared  and  probably  was  just 
enough  at  the  outset,  extremely  burdensome  and  unjust  in  a 
generation  or  two.  Hence  all  these  private  liglit-houses  have 
been,  in  process  of  time,  bought  up  by  Trinity  House,  the 
Liglit-house  Board  of  England,  and  have  become  public 
property. 

The  railway,  which  was  profitable  in  1836,  must,  by  the 
growth  of  population  and  commerce  in  1879,  become  of  enor¬ 
mous  value,  and  the  legislation  in  our  State,  which  has  lost 
sight  of  this  increase  of  value,  has  indirectly  brought  about 
the  stock  waterings,  false  construction  accounts,  and  fraud¬ 
ulent  issues  of  bonds,  which  have  so  largely  increased  the  capi¬ 
tal  accounts  of  all  our  railways,  and  yet,  upon  all  of  which  the 
community,  by  the  very  increase  of  their  commerce,  is  enabled 
to  pay  interest  and  dividends ;  whereas,  in  fact,  if  such 
capitalization  could  not  have  taken  place  the  charges  of  rail¬ 
way  companies  must  absolutely  have  gone  down  very  largely  as 
their  business  increased,  because  no  community  would  have 
tolerated  the  distribution  of  20,  30,  40  and  even  50  per  cent, 
dividends  upon  cost,  as  perpetual  earnings  on  their  highways. 

The  suggestion  that  the  business  of  a  railroad  company  is, 
under  our  general  laws,  open  to  competition,  and  that  another 
railway  may  be  built  for  the  purpose  of  diminishing  the  in- 
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come  of  the  one  that  pays  so  largely,  is  best  answered  in  that 
same  speech  in  Parliament  of  Mr.  Morrison  to  which  I  have 
already  referred,  in  which  he,  as  long  ago  as  1836,  in  relation 
to  the  monopoly  power  exercised  by  the  London  North¬ 
western  Railway,  from  London  to  Liverpool,  says  : 

“  Me  have  already  seen  that  five  or  six  millions  sterling  will 
be  required  for  the  construction  of  a  railway  from  London  to 
Liverpool.  Now,  suppose  that  the  undertaking  should  at 
some  future  time  [as  since]  become  an  exceedingly  profitable 
one,  that  the  charges  are  not  sufficiently  reduced,  and  that  in 
consequence  it  is  resolved  to  construct  a  rival  line  of  road. 
This  rival  line  will  probably  require  an  additional  outlay  of 
something  like  five  or  six  millions  for  its  construction  ;  in 
other  words,  in  order  to  reduce  the  rates  on  the  first,  it  will 
be  necesssary  to  lay  out  other  five  or  six  million  pounds  in 
making  a  second. 

And  yet  the  'first  could,  from  the  nature  of  a  railroad,  do 
the  whole  business. 

“  Ought  not  the  possibility  of  so  egregious  a  waste  of  the 
money  of  the  community  to  have  been  provided  against?  And 
this  might  have  been  done  without  any  difficulty  whatever. 
All  that  can  be  gained  by  the  second  road  might  have  been  as 
effectually  accomplished  by  the  Legislature,  had  they  reserved 
a  power  to  revise  the  rates  or  tolls  chargeable  on  the  first,  so 
that  under  the  circumstances  supposed,  a  capital  of  five  or 
six  millions  will  have  to  be  sacrificed  to  repair  a  legislative 
oversight.” 

In  illustration  of  this  point  he  proceeds  to  say  that  had  a 
railway  been  established  between  London  and  Manchester  in 
1770,  and  rates  of  charges  fixed  that  would  have  yielded  a 
moderate  profit  at  the  time,  it  would  be  difficult  to  say  what 
profit  they  would  now  (1836)  have  yielded,  but  it  must  have 
been  quite  enormous. 

“  The  cotton  trade  was  at  that  time — 1770 — almost  unknown. 
So  low  was  the  estimation  in  which  it  was  held  that  in  Adam 
Smith’s  “  Wealth  of  Nations  ”  it  was  not  even  so  much  as  re¬ 
ferred  to.  Since  that  time  it  has  grown  up  to  be  worth  thirty - 
five  millions.” 

Of  course,  since  1836,  this  industry  has  increased  more  than 
ten-fold  what  it  was  then.  And  even  then  Mr.  Morrison  saw 
that  the  limitation  of  the  dividend  was  no  safeguard.  He 

savs : 

«/ 

“  The  limitation  of  the  dividend  is  a  practice  found  to  be 
as  ineffectual  as  the  fixing  a  maximum  on  the  rate  of  charge. 
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The  public  has  no  check  on  the  system  of  management,  nor  can  it 
explore  the  thousand  channels  in  which  profits  may  be 
distributed  under  other  names  among  the  subscribers,  nor 
has  it  any  means  of  preventing  the  wanton  and  extravagant 
outlay  of  money  on  the  works,  etc.  To  make  the  provisions  for 
limiting  the  dividends  good  for  anything,  it  would  be  necessary 
that  all  the  proceedings  of  a  company  so  limited  should  be 
controlled  by  Commissioners  appointed  by  the  Government. 
But  I  am  aware  that  the  objections  to  this  are  so  numerous 
and  obvious  that  I  do  not  press  this  part  of  my  resolution  on 
the  House.” 

And  the  resolution  that  he  then  desired  the  House  to  adopt 
was  that  in  all  bills  for  railway  or  other  public  works  of  that 
description,  it  be  made  a  condition  with  the  view  to  the 
protection  of  the  public  interests,  which  might  otherwise  be 
seriously  compromised,  that  the  dividends  be  limited  to  a 
certain  rate,  or  that  power  be  reserved  to  Parliament  of  re¬ 
vising  and  fixing  at  the  end  of  every  twenty  years  the  tolls 
chargeable  on  passengers  and  goods  conveyed. 

And  in  support  of  this  resolution  he  drew  the  attention  of  the 
House  to  the  Boston  &  Providence  Bailway  charter,  wherein, 
by  the  act  of  the  Legislature,  the  dividend  was  limited  to  10 
per  cent. ;  that  at  the  expiration  of  20  years  the  State  may 
take  the  property,  paying  the  stockholders  at  par,  and  making 
up  the  dividends  to  10  per  cent,  for  the  whole  twenty  years, 
if  the  revenue  should  have  fallen  short  of  the  amount. 

The  words  which  Mr.  Morrison  uttered  in  1836  in  Parliament 
are  as  fully  true  to-day  as  then  ;  and  we  are  confronted  now  with 
evidence  overwhelming  and  conclusive  in  character  that  the 
limitation  of  ten  per  cent,  in  our  own  general  railway  act  is 
utterly  valueless,  and  has  been  grossly  and  flagrantly  violated 
in  every  particular. 

It  is  easy  enough  to  frame  legislation  to  prevent  the  recur¬ 
rence  of  such  evils  in  the  future  ;  and  it  will,  doubtless,  have  a 
considerable  amount  of  efficacy.  But  still  the  question  pre¬ 
sents  itself,  and  it  is  a  momentous  one,  shall  the  commerce  of 
this  State  be  forever  taxed  to  pay  dividends  on  watered  stock, 
and  interest  upon  fraudulent  issues  of  bonds,  and  dividends 
on  fraudulent  issues  of  stocks.  From  the  instant  that  the  Erie 
Bailway  property  pays  dividends  upon  its  present  common 
stock,  the  whole  of  the  extravagance,  malversation  and  frauds  to 
which  it  has  been  subjected,  is,  in  crystalized  and  coucrete  form, 
rolled  from  the  shoulders  of  those  who  have  been  guilty  of  the 
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frauds — of  those  who  have  connived  at  the  frauds — of  those 
whose  supineness  and  negligence  permitted  these  frauds  to  be 
committed— upon  the  shoulders  of  the  people  of  the  State  of 
New  York. 

If  my  view  of  the  situation  is  correct,  that  the  people  are  the 
ones  who  have  been  injured  by  all  these  waterings,  the 
possible  remedy  suggests  itself  for  the  malversations  and  in¬ 
flations  of  the  past.  The  releases  which  passed  between  the 
successive  administrations  by  which  they  whitewashed  each 
other  should  go  for  naught.  The  Attorney  General,  on  behalf 
of  the  people  of  the  State,  has  a  right  of  action  against  which 
no  private  settlements,  no  pleas  of  estoppels,  no  statute  of 
limitations,  and  no  laches  in  bringing  the  action,  can  be  of  any 
avail.  • 

National  and  State  Legislation. 

We  might  as  well  right  here  concede  that  a  complete  remedy 
cannot  be  found  in  State  legislation  alone,  but  that  is  no  reason 
why  the  State  should  fail  to  perform  its  duty  in  so  far  as  it  can. 

It  is  true,  as  Mr.  Depew  has  asserted,  that  our  commerce  has 
outgrown  our  State  territorial  divisions,  and  that  this  subject 
must  find  its  ultimate  and  final  solution  in  national  legislation; 
but  I  fear  it  is  a  long  road  to  proper  national  legislation,  and. I 
strongly  suspect  that  the  suggestion  for  national  legislation 
does  not  come  in  perfect  good  faith  from  the  railway  corpora¬ 
tions,  because  last  year,  when  the  National  Congress  proposed 
to  take  up  the  subject  through  the  instrumentality  of  the 
Keagan  bill,  the  railways  of  this  State  argued  against  it,  fought 
it,  and  protested  against  its  enactment,  and  succeeded  in  the 
end  in  defeating  it.  I  also  desire  to  draw  the  attention  of  my 
learned  friends  on  the  other  side,  and  of  this  Committee,  to 
the  fact  that  the  Democratic  party  is  a  factor  in  American 
politics,  which  cannot  safely  be  ignored,  and  when  you  speak  * 
of  legislation  as  an  attainable  object  we  must  take  into 
consideration  the  attitude  of  that  party  towards  the  legislation 
that  is  to  be  sought.  Two  of  the  ablest  members  of  the 
Democratic  House  of  last  year,  and  representing  more 
largely  the  commercial  interests  of  the  State  of  New  York 
than  any  other  members  of  the  House,  Abraham  S.  Hewitt 
and  Clarkson  N.  Potter,  of  this  City,  both  delivered  speeches 
vehemently  protesting  in  the  name  of  State  rights  against 
the  interference  by  the  National  Government  with  the  railway 
corporations  chartered  by  the  several  States.  And  I  appre- 
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hend  that  it  will  be  only  after  it  will  have  been  shown  that  State 
legislation  is  not  wholly  adequate  to  deal  with  this  important 
problem  that  the  Democratic  party  will  be  educated  up  to 
the  necessity  of  modifying  its  views  upon  State  rights  by 
the  recognition  of  the  principle  so  aptly  stated  by  Mr. 
Depew,  that  our  commercial  routes  had  outgrown  the  bounds 
of  State  lines,  by  which  originally  they  were  limited  and 
that  legislation  must  recognize  that  fact. 

A  large  branch,  however,  of  the  subject  must  necessarily 
always  remain  within  the  scope  of  State  Legislatures  only.  No 
Congressional  legislation  could  constitutionally  interfere  with 
the  New  York  Central  Railway’s  charge  between  New  York  and 
Albany,  Utica  and  Syracuse,  Schenectady  and  Buffalo,  for  the 
carriage  of  freight,  or  the  carrying  of  freight  from  any  other  one 
local  point  to  another  along  any  part  of  its  line  within  the 
State  of  New  York.  And,  therefore,  to  protect  our  citizens 
from  unjust  discriminations  in  that  particular  and  between 
those  points,  the  State  government  will  necessarily  be  com¬ 
pelled  to  interfere  and  to  exercise  power  over  the  railways 
chartered  by  them. 

And  there  is  nothing  necessarily  incongruous  nor  inharmonius 
in  simultaneous  legislation,  or  concurrent  legislation,  of  the 
State  and  Congress.  Congress  may  regulate  the  inter-State 
traffic,  it  may  appoint  a  Board  of  Commissioners  for  the 
purpose  of  seeing  to  it  that  this  traffic  be  not  accompanied  by 
unjust  discriminations  either  as  to  localities  or  individuals  as 
between  the  States  precisely  as  the  States  have  it  within  their 
power,  and  it  is  their  function,  to  appoint  Commissioners  to  see 
to  it  that  justice  is  done  by  the  carrier  to  the  citizen 
within  the  limits  of  the  State. 

The  bugaboo  against  all  demand  for  State  legislation  is 
that  you  thus  tie  the  hands  of  all  its  railways,  and  such  legis- 
.  lation  may  result  in  preventing  our  own  corporations  from 
competing  for  the  through  traffic,  and  that  this  driving  of  our 
railways  out  of  the  race  of  competition  for  the  through  traffic 
will  in  turn  enhance  the  price  at  which  the  local  traffic  must 
be  done  for  the  purpose  of  enabling  the  railway  to  earn  in¬ 
terest  upon  its  bonds  and  dividend  upon  its  stock.  And  it  is 
claimed  that  thus  a  series  of  causes  will  have  been  set  in  motion 
by  such  unwise  legislation,  which  in  the  end  must  undermine 
and  destroy  New  York’s  supremacy  and  commercial  import¬ 
ance. 
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What  an  utter  ignoring  of  the  facts  developed  bjgthe  rail¬ 
way  history  of  this  State  such  a  contention  is !  Has  the  hard 
and  fast  limitation  fixed  by  the  State  of  New  York  on  passen¬ 
ger  traffic  of  two  and  three  cents  a  mile,  which  makes  the  New 
York  roads  the  cheapest  carriers  of  passengers  in  the  United 
States,  prevented  them  from  carrying  through  passengers  to 
Chicago,  Cincinnati  or  Montreal. 

Another  objection  interposed  against  legislation  is  that 
a  cast-iron  tariff  imbedded  in  the  law  will  not  work.  It  is 
easy  to  set  up  a  supposed  objectionable  law  with  a  view 
of  rolling  it  down,  and  it  is  unquestionably  true  that  any 
foolish  legislation  will  necessarily  result  in  much  mischief 
to  the  railway  enterprises  of  the  State  and  to  the  citizens  of 
the  State  ;  but  no  one  whom  I  have  heard  speak  upon  this 
subject  with  any  degree  of  authority  or  sense  has  ever  suggested 
or  dreamed  of  a  hard  and  fast  tariff  such  as  was  made  for  the 
railways  of  Illinois,  Wisconsin  and  Iowa  by  the  Potter  and  kindred 
laws.  I  certainly  do  not  expect  to  accomplish  more  than  to 
engraft  upon  our  law  the  principle  of  equal  treatment  to  all 
under  like  circumstances,  and  charging  the  smaller  shipper  only 
so  much  more  as  it  costs  more  to  handle  and  haul  his  goods,  and 
an  end  to  the  protective  policy,  if  such  it  may  be  called,  of  the 
railways  to  specially  favor  rich  and  powerful  individual  shippers 
or  localities  against  small  shippers  and  smaller  centres  to  such 
a  degree  as  to  make  it  impossible  for  the  small  merchant 
to  become  a  great  merchant  or  the  small  locality  to  become 
a  great  one.  And  what  harm,  I  pray,  can  flow  from  raising 
into  official  life  a  body  of  experts  representing  the  public 
interests,  who  shall  stand  between  the  railway  and  the 
public,  to  whom  there  shall  be  ready  access,  and  before 
whom  the  grievances  of  the  community  may  be  ventilated 
and  to  some  degree  redressed.  There  is  such  a  preponderance 
of  power  in  the  railway  interest  itself  as  against  any  ordinary 
litigant,  that  it  is  necessary  in  this  particular  instance  in  this, 
country,  as  it  has  been  in  England,  to  raise  a  special  tribunal 
competent  to  deal  with  these  questions. 

At  this  point  an  answer  should  be  made  to  the  question, 
why  raise  a  Commission  ?  If  the  law  provides  for  publicity  of 
rates,  for  absolute  equality  for  like  shipments,  compels  the 
rendering  of  fuller  information  to  the  State  Engineer,  amends 
the  proxy  system,  stops  watering  of  capital  account,  and  for¬ 
bids  the  carriage  at  higher  rates  for  points  within  the  State  as, 
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compared  with  the  charge  for  the  carriage  from}  beyond  the 
State,  of  what  additional  avail  is  the  Commission?  My 
answer  is  that  the  position  of  the  individual  citizen  as  against 
a  great  corporation  like  the  New  York  Central  is  so  disparate, 
that  yon  must  raise  for  the  enforcement  of  your  law  a  special 
tribunal,  if  the  law  is  to  be  other  than  a  dead  letter.  The 
expense  of  a  litigation  in  a  common  law  tribunal  with  the  in¬ 
terminable  appeals  attending  it,  and  perhaps  necessarily  attend¬ 
ing  the  ordinary  administration  of  justice,  too  often  deters  an 
individual  litigant  from  seeking  redress  for  the  wrongs  he  has 
suffered  at  the  hands  of  the  railway.  Whereas  the  mere  exist¬ 
ence  of  a  body  of  Commissioners  having  the  power  to  investigate 
evils  and  concentrating  public  opinion  for  their  cure,  is,  without 
any  reform  legislation,  a  greater  deterrent  from  evil  doing  than 
is  our  reformatory  legislation — however  carefully  worded  and 
stringent  its  provisions  may  be — without  a  Commission. 

The  Commission  is  the  State  in  perpetual  session,  watching 
with  jealous  care  that  its  artificial — I  was  almost  tempted  to 
say,  unnatural — children,  shall  not  bring  harm  to  its  natural 
children — the  flesh  and  blood  and  bone  and  sinew  citizens — 
of  our  commonwealth. 

Conclusion. 

We  have  now  arrived  at  the  conclusion  of  a  most  important 
work.  Whether  the  results  of  our  labors  will  be  legislation 
this  coming  winter  in  a  proper  direction  and  upon  a  new  basis, 
or  the  fruit  must  be  waited  for  until  a  more  thorough  under¬ 
standing  of  the  importance  and  character  of  the  testi¬ 
mony  which  has  been  taken  by  this  Committee  has  percolated 
through  the  community,  is  a  matter  which  I  do  not  undertake 
to  predict  In  any  event,  fruit  it  will  bear  and  that  of  the  most 
wholesome  character.  Of  benefit  it  will  be,  not  only  to  the  com¬ 
munity  of  which  we  all  form  a  part,  but  to  the  railway  system 
of  our  State,  which  will  sooner  or  later  through  the  instrumen¬ 
tality  of  our  work  be  protected  from  secrecy  of  management, 
from  capture  by  raiding  parties.  Railway  treasuries  will  no 
longer  be  regarded  as  the  spoils  of  war,  because  the  government 
will  in  time  so  environ  the  treasury  of  a  railway  comp  my  with 
safeguards,  that  no  filibustering  parties  will  be  organized  for 
its  capture.  They  will  gain  uniformity  in  rates  and  no  longer 
have  a  goodly  proportion  of  their  revenues  depend  upon  the 
discretion  or  honesty  of  traffic  managers ;  they  will  gain  in 
certainty  of  traffic,  and  that  too,  by  the  greater  prosperity  of 
the  community  which  they  serve. 
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It  will  be  of  benefit  to  them  if,  through  the  instrumentality 
of  a  proper  tribunal,  relieving  the  Legislative  Railway  Com¬ 
mittees  of  both  branches  of  the  Legislature  from  considering, 
many  questions  now  brought  before  them,  the  railway  companies 
will  be  remitted  to  their  proper  function  as  carriers,  and  need 
no  longer  occupy  themselves  with  the  government  of  our  State, 
spend  no  money  on  elections,  and  care  but  little  who  prevail. 
A  proper  tribunal  will  stand  between  them  and  the  exercise  of 
arbitrary  power  on  the  part  of  the  representatives  of  the  people. 
They  will,  therefore,  be  protected  from  strikers  and  legislation 
invented  by  the  so-called  black-horse  cavalry  of  our  legislative 
chambers  with  the  view  of  extorting  money  from  our  railway 
interests.  The  community,  on  the  other  hand,  will  be  largely 
protected  from  the  evils  we  have  enumerated,  and  others  which 
may  still  be  in  store  for  them,  unless  such  legislation  is  had. 

And  the  work  of  this  Committee  embraced  in  these  four  or 
five  volumes  of  testimony,  will  not  only  be  a  source  of  fruitful 
information  to  the  people  of  this  State,  but  to  the  people  of 
other  States,  and  even  other  countries.  We  maybe  pleased  for 
many  years  to  see  the  seed  we  have  sown  spring  up  into  flower 
and  into  fruit,  and  recognize  that  we  have  had  a  hand  in 
producing  beneficial  results  to  our  fellow-men. 

I  cannot  close  my  remarks  without  paying  a  tribute  to  the 
uniform  courtesy  of  this  Committee  and  its  Chairman,  to  the 
fairness  with  which  the  investigation  has  been  conducted,  and 
to  express  my  admiration  for  the  courage  which  he  and  they 
exhibited  as  public  men  to  confront  and  make  amenable  to  the 
processes  of  this  Committee  powers  that  make  and  unmake 
public  careers  in  this  State.  Indeed,  this  has  been  the  most 
Lopeful  sign  in  politics  in  my  day  and  generation.  Likewise 
let  me  bear  witness  to  the  painstaking  search  for  the  truth  which 
this  Committee  has  exhibited  in  the  very  important  and  intri¬ 
cate  problems  with  which  it  has  been  called  upon  to  deal. 

I  tbink  it  is  but  proper  to  say  that  much  of  what  I  have 
been  enabled  to  perform  was  largely  due  to  the  conscien¬ 
tious  and  intelligent  efforts  of  Mr.  Fowler  and  Mr.  Meyer,  my 
Associates. 

This  is  my  only  fitting  opportunity  to  repel  the  insinuations 
which,  during  the  course  of  this  investigation  have  so  fre¬ 
quently  dropped  from  the  gentleman  who  managed  the  Erie 
Hailway  case,  that  Mr.  Fowler  served  a  private  client  in  aiding 
me.  Not  only  do  I  not  believe  that  there  is  a  single  word  of 
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truth  in  the  suggestion,  but  from  the  nature  of  circumstances 
it  could  not  be  true.  I  asked  Mr.  Fowler  to  help  me,  because 
I  discovered  in  him  not  only  an  intimate  acquaintanceship 
with  some  of  the  financial  affairs  of  the  Erie  Eailway,  but  an 
honest  and  sincere  desire  to  allow  me  for  public  ends,  the  use 
of  whatever  information  I  found  necessary,  and  without  the 
slightest  suggestion  from  him  at  any  time  as  to  what  course  I 
should  pursue,  and  what  part  of  the  information  I  should  use. 
To  me  it  was  naturally  quite  a  matter  of  indifference  what  pri¬ 
vate  interest  might  be  served  or  injured  by  the  taking  of  tes¬ 
timony  ;  the  only  question  in  my  mind  in  its  submission  was 
the  one  of  public  utility. 

As  to  m37  adversaries,  the  gentlemen  who  represented  the  rail¬ 
ways  during  this  protracted,  and  at  times,  heated  controversy,  I 
can  readily  understand,  and  am  therefore  willing  to  forgive,  the 
mental  condition  that  characterized  them  during  the  progress 
of  this  investigation. 

My  old  friend,  Judge  Shipman,  started  upon  this  inquiry 
fully  impressed  with  the  conviction  that  notwithstanding  what 
the  Legislature  said,  and  what  the  Chamber  of  Commerce  said 
in  its  memorial,  that  the  scope  of  this  inquiry  was  limited  to  the 
freight  offices  of  the  railways,  and  that  manipulations  of 
stocks  and  of  bonds,  the  cooking  of  accounts — a  branch  of  the 
culinary  art  in  which  the  Erie  excels — were  all  beyond  the 
province  of  this  Committee’s  enquiries.  And  I  do  not  believe 
that  during  the  whole  of  this  investigation  he  was  able  to  over¬ 
come  a  feeling  of  annoyance  that  his  misconception  of  the  scope 
of  the  Committee’s  enquiries  has  caused  him,  and  which  he  in¬ 
sisted  upon  visiting  upon  my  unoffending  head.  Mr.  Depew,  on 
the  other  hand,  had  promised  to  this  Committee  that  I  would  be 
found  a  doctrinaire  with  no  practical  notions  in  my  head,  and  he 
oft  times,  since  the  opening  of  these  proceedings,  has  been 
called  upon  to  confess  that  he  had  been  most  mortifyingly , 
disappointed  by  the  extent  and  accuracy  of  preparation  of  the 
People’s  side  of  the  controversy.  And  there  must  have  been 
during  the  whole  of  this  investigation,  considerable  chagrin} 
common  to  all  of  the  gentlemen  who  represented  the  railway , 
interest,  arising  from  the  consciousness  that  the  railway  Presi¬ 
dents  whom  they  represented  had  so  unconscionably  and  so, 
unwisely  put  themselves  upon  paper,  in  their  “  J oint  Letter,”  . 
denying  therein  seriatim  every  charge  made  by  my  clients,  the 
Chamber  of  Commerce  and  Board  of  Trade  and  Transportation* . 
which,  seriatim,  were  being  so  overwhelmingly  proved. 


